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CHAPTER 1 
INTRODUCTION TO THE PROBLEM 
To acquire and maintain clientele a farm supply firm, large or 
small, cooperative or privately owned, must provide needed goods and 
services of appropriate quality at competitive prices. How well this 
is done depends on the technical and pricing efficiency of the firm. 
Managerial decisions affect directly the firm's efficiency. 
The capable manager knows his firm including his employees, his 
market including his customers and competitors, and himself. He must 
plan, organize, direct, and control the activities of the firm so that 
the objectives of the business, be they profit maximization, service 
to the customers, growth, or whatever are fulfilled. 
Decision making is the job of the manager. The quality of his 
decisions is based, in part, on the availability of accurate, appropriate 
information. The accounting reports are an important source of infor- 
mation used by managers to measure performance and facilitate planning. 
• 
PROBLEM IDENTIFICATION 
One of the major challenges in managing a business is using 
effectively an adequate set of well developed. and maintained accounting 
records. Poorly designed and/or maintained records will render them 
useless in control of operations and in longer term planning. 
Accounting records can serve several functions. Managers recognize 
that records are necessary to satisfy the Internal Revenue Service, to 
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provide a base to determine patronage refunds, and to provide members 
with annual reports. These are legimate reasons for maintaining a 
record system. However, these reasons overlook the use of accounting 
records as a management tool. Properly developed accounting records can 
provide management with a continuous reading of the financial health of 
the firm. Continuous monitoring of a firm's financial status can provide 
signals to management of operational or pricing problems in the business. 
Corrective action to these signals by management can improve the profit- 
ability of the firm. 
Managers of farm supply firms often function in several time 
consuming roles. These roles can involve daily operational issues that 
often take precedence over interpreting and analyzing financial data. 
In addition, these data may seem undefined, unstructured, and unrelated 
to the firm's needs. As a result, management may find it convenient not 
to analyze these accounting records to determine the financial condition 
of the firm. 
The immediate need in financial management of farm supply firms is 
a simplified, standardized, and usable financial information system. 
The system must be capable of making financial information available to 
management in a timely and orderly fashion so as to encourage evaluation 
of the past performance of the firm and to facilitate planning of future 
operations. 
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OBJECTIVES 
The general objective of this study is to enhance the existing 
capabilities of a financial information system for farm supply firms. 
The standardized data will be useful to managers in reviewing and com- 
paring the historical performance and in planning changes in the 
organization and activities of their firm. Specific steps to fulfill 
the general objective are: 
1) Review the financial information system for farm 
supply firms developed by the University of Missouri 
and make revisions and additions to the basic computer 
program. 
2) Develop a coding form for input data that is 
compatible With farm supply firms' accounting records 
and the revised computerized system. 
3) Develop a publication introducing the financial 
data summary and analysis system to owners and managers 
of farm supply firms, explaining the system's cap- 
abilities and advantages, and describing how to prepare 
input data for processing. 
4) Develop a publication explaining the cemputer out- 
put from the financial data summary and analysis system 
and how the output should be interpreted by each manager. 
5) Develop forms for recording the computer output from 
the financial summary and analysis system to be used in 
trend analysis by each manager. 
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LITERATURE REVIEW 
First National City Bank!/ In 1966 First National City Bank of New 
York (Citibank) developed a simple computer program for forecasting cash 
flows of its corporate customers. This program has since evolved into a 
system of computer models for forecasting, financial planning, acquisition 
analysis, product planning, and trade credit review. 
Citibank's system, known as COMMAND (Computer-Assisted Management 
Decision), provides an accounting and analytical framework into which 
the corporate manager injects his judgements about each component of the 
company's operation. The computer then translates the corporate 
manager's policies and judgements into a balance sheet, income statement, 
cash flow statement, and ratio and capitalization analysis. COMMAND now 
consists of five computer programs: 
1) PASTFLOW is a computer program which calculates 
financial ratios for up to six time periods, such as 
months, quarters, or years. The program is used to 
detect trends in balance sheet and income statement 
relationships which the corporation may wish to extra- 
polate into the future. 
2) CASHPLAN is a computer program which produces a 
forecast of up to eight financial statements and re- 
ports for each of the next five months, quarters, or 
years. The available reports include an income atate- 
!/ This discussion is based on a brochure, "Where Will Your Company Be 
Five Years From Now?", from the Corporate Financial Advisory De- 
partment, First National City Bank, New York, New York. 
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ment, balance sheet, ratio analysis, sources and 
uses of funds statement, reconciliation of working 
capital, capitilization analysis, cash flow state- 
ment, and a list of assumptions that produced the 
forecast. 
3) EDIT is a computer program which checks the 
assumptions entered into the forecasting program 
(CASHPLAN) for mechanical consistency and correct- 
ness. For example, a dividend pay-out policy might 
be inconsistent with an estimate of dividends per 
share. 
4) PRODPLAN is a computer program which enables 
the financial staff to make forecasts by product 
line. T]ae,analyst inputs the price, volume, and 
fixed and variable costs per unit. The program 
measures the impact of a change in product mix, 
volume, price, or unit cost on total corporate 
ea~ings or cash flow. 
5) MERGE is a computer program which consolidates 
any number of divisional or multi-company CASHPLAN 
or PRODPLAN forecasts on a "purchase" or "pooling" 
basis. The program is used for acquisition analysis 
and divisional planning. 
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Harris Trust and Savings Ban~/ Harris Trust and Savings Bank of 
Chicago offers a Capital Planning Service designed to assist top manage- 
ment in determining the amount, type, and timing of future long-term 
capital needs. This exerciee encompasses a total planning approach 
which necessitates a forward view of the firm in order to ensure that 
resources are available for future growth. The five-year time horizon 
of the Capital Plan assists in identifying long-run problem areas, 
illustrates the impact of policy changes, and assists in future decision 
making. 
Projections for a company are usually developed in a half day 
meeting between the company's senior financial management and personnel 
from the Corporate Consulting Section of the Harris Bank. The pro- 
jections used are those of the company's management; the bank consultants 
act only as counselors in assisting with the development of the pro- 
jections. 
Using the estimates made in the conference with management, computer 
calculations are made projecting detailed balance sheets, abbreviated 
income statements, source and application of funds statements, and ratio 
analyses. These financial statement projections incorporate all 
combinations of sales growth, earnings growth, and asset requirements 
assumed by management. This results in eighteen eeparate financial 
statements for each of the five years projected. 
'1:_/ This discussion is based on a printed explanation of needed inputs 
and sample output of the Capital Planning Service available through 
the Harris Corporate Financial Services of the Harris Trust and 
Savings Bank, Chicago, Illinois. 
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Farmland Industries, Inc.1/ As of September 1, 1973 Farmland 
Industries, Inc. made a financial analysis program available to member 
cooperatives. Planning budgets for a local cooperative are programmed 
into the computer. Then, each month the local cooperative sends in its 
operating statement and balance sheet, which are also programmed into 
the computer. The resulting output is a complete operational and 
financial analysis comparing the actual statements with the budgeted 
statements. 
Land O'Lakes~/ Land O'Lakes has developed a master accounting 
system for any cooperative, regardless of size. It is not a specific 
bookkeeping system but can be used with a manual system, a bookkeeping 
system, or a computer operation. The master system is tailored to fit 
the needs of each individual cooperative. 
The system organizes and lays out in a systematic manner the 
operating controls and paper flow required to maintain the books of a 
cooperative. It includes the following items: 
1) Ordering and receiving material. 
2) Selling and invoicing material. 
'}_/ Thia discussion is based on correspondence with Mr. Robert K. Monroe, 
Coordinator of Cooperative Development for Farmland Industries, Inc., 
Kansas City, Missouri. 
i/ Thia discussion is based on correspondence with Mr. William E. Heck, 
Manager of the Member Cooperative Accounting for Land O'Lakes, Fort 
Dodge, Iowa. 
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3) Material control. 
4) Cash control. 
5) Grain accounting. 
6) Payroll. 
7) Sales and purchase journals. 
8) General ledger and chart of accounts to include 
departmental accounting. 
9) Procedure for closing the books. 
10) Procedure for preparing financial statements. 
Far-Mar-co1/ Far-Mar-Co also offers computerized data processing 
services for cooperatives. Three packages are available: 1) Payroll 
Services; 2) Daily Accounting Service; and, 3) Patronage and Equity 
Service. The Payroll Service program performs all payroll posting. 
Far-Mar-Co's computer also prints out the payroll checks showing both 
year-to-date and current information, all that is needed is the proper 
signature. Payroll Service also includes the quarterly state and federal 
government reports and the annual W-2 forms for the employees. 
Daily Accounting Service is the second package available from Far- 
Mar-Co. The daily journals printed out include the General Journal, the 
Daily Sales Journal, and the Check Register. For better control of 
accounts receivable the computer posts, calculates, and adds finance 
charges, shows account aging, and prepares customer statements. A 
patronage Accumulation Report is computed to keep an up to date record 
~./ This discussion is based on correspondence with Mr. Delaine Gaston, 
Far-Mar-Co Data Processing Center, Hutchinson, Kansas. 
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of accumulated patronage for each patron. Monthly general ledger reports 
are also printed out to give the needed information to prepare the 
financial statements. 
The third package available is the Patronage and Equity Service. 
This package keeps equity records updated so the exact ownership of 
every member is known. 
Louisiana State University?_/ Dr. Ewell P. Roy completed a pilot 
study on the bookkeeping operations of farm supply stores. The objective 
of the pilot study was to determine if some type of automated or 
computerized bookkeeping could feasibly replace all or part of the manual 
bookkeeping operations. 
The study's analysis was based on one month's operations of a 
typical farm supply firm in South Central Louisiana. Because of the 
repetitive nature of bookkeeping one month's operations was deemed 
sufficient. 
The computer program used to analyze the operations was the 
Statistical Analysis System (SAS) developed by the Department of 
Statistics at North Carolina State University. Input from the farm 
supply firm includes (1) the sales invoices, (2) an inventory code, and 
(3) a patrons' code containing a list of all patrons. Data from the 
sales invoices is transferred to 80-column code sheets and punched on 
§.I This discussion is based on correspondence with Dr. Ewell P. Roy, 
Department of Agricultural Economics, Louisiana State University, 
Baton Rouge. 
10 
data cards. Use of the inventory and patron's codes are incorporated 
into this step of processing. 
Several types of output solutions or summary accounts can be 
obtained from the SAS program (1) a detailed analysis by department of 
sales, costs, and gross margins for each item of inventory handled; 
(2) an analysis of all sales as to credit, cash, or other types of trans- 
actions; (3) a detailed analysis of sales, costs, and gross margins for 
each of the store's patrons plus the amount of credit sales outstanding 
for each patron's account; and, (4) a classification of sales, coats, 
and gross margins for member patrons versus nonmember patrons. 
Roy concluded that the SAS program was not ideal for processing 
this type of data. Instead, a special program should be written to per- 
form the processing more efficiently. 
University of Missouri!/ Researchers at the University of Missouri 
developed a computer program designed especially for the farm supply 
industry to summarize firm financial performance, compare firm records 
to average aggregate data of the industry, and identify where the firm 
is making or losing money within their operation. 
At the end of each comparison period during a calendar year, co- 
operating firms receive two separate sets of computer printouts. One 
•et contains financial swmnaries of the firm for the current period and 
ll This discussion is based on "A Computerized Financial Information 
System for the Farm Supply Industry", Herman Harrison, Jr. and Gary 
T. Devino, Department of Agricultural Economic&, University of 
Missouri, Columbia. 
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the other represents the average financial position calculated for 
similar firms in the state. Each set is identified with an appropriate 
cover sheet and contains an earnings statement, a balance sheet, ratio 
calculations, and departmental reports. 
The earnings statement summarizes the sales, cost of goods aold, 
and expenses for a particular time period, such as a month, quarter, or 
a year, and reports the profit or loss from operations. Each printout 
contains a summary for the curre•t comparison period as well as for 
year-to-date operations. 
The balance sheet lists the assets, liabilities, and equity of the 
business unit as of a given date. 
The ratio calculations measure the efficiency and profitability of 
the firm. The four major categories of ratios developed for each firm 
are liquidity, solvency, profitability, and miscellaneous. 
The departmental reports show percentages summarizing departmental 
contributions to overall sales, purchases, inventories, cost of goods 
sold, and gross profit. 
METHODOLOGY 
The model from Missouri was chosen to be the basic program for this 
study because it is specifically designed for the farm supply industry. 
The models developed by First National City Bank and Harris Trust and 
Savings Bank are not specifically designed for farm supply firms. 
Accessability and stage of development preclude using the remaining 
systems described in the literature review section. 
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The program developed at the University of Missouri was tested with 
sample data to verify its capabilities. The resulting output was anal- 
yzed and the program revised where needed to produce improved output 
for firm financial evaluation. 
After examining typical accounting systems used by farm supply firms 
in Nebraska, a coding form was developed to minimize the effort of ob- 
taining input data for the revised program. Accounting data was then 
gathered from a Nebraska farm supply firm to teat the input form and the 
program. 
A continuing financial analysis comparison form was developed for 
the manager to use. Figures from program printouts can be transferred 
to this form for intrafirm financial comparisons with previous accounting 
periods. 
Finally, two proposed publications were written: the first to in- 
troduce managers to the financial data summary and analysis system and 
what it can do for them, and the second publication to explain the com- 
puterized output from the system and how it should be interpreted by 
managers. 
CHAPTER II 
INTRODUCTION 
Thia chapter describes the computerized financial data summary and 
analysis system. Attention is directed toward input requirements, out- 
put generated, and computer processing. Finally, a continuing financial 
analysis comparison form is introduced and illustrated. 
STANDARDIZED INPUT 
Since one of the objectives of the financial data summary and 
analysis system is to develop standardized financial statements for in- 
dividual firms and composite averages for groups of firms for comparison 
purposes it is important that each firm use the same procedure and forms 
for submitting data. To overcome the possibility of inputing data under 
incorrect or nonatandardized account names the system is programmed to 
accept only a standard chart of accounts (See Figure 1). This chart was 
developed especially for the farm supply industry by the Grain and Feed 
Dealers National Association. 
A computer is used to process all data for the financial data sum- 
mary and analysis system. It is essential that each firm's input data be 
sufficiently coded so that files readable by the computer can be created. 
The special input coding form to facilitate this transition from firm 
data to acceptable computer input data is found in Appendix A. All in- 
put from participating firms must be submitted on this form. 
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Figure 1. Chart of Accounts For The Financial Data Summary and 
Analysis System. 
SALES, PURCHASES, AND INVENTORY ACCOUNTS 
(By Department) 
GRAIN DEPARTMENT 
Wheat 
Corn 
Barley 
Oats 
Rye 
Grain Sorghum 
Rice 
Soybeans 
Other Grain 
PEED DEPARTMENT 
Poultry Feed 
Beef Feed 
Dairy Feed 
Swine Feed 
Special Ingredients 
Bagged Feed 
Bulk Peed 
Other Feed 
FERTILIZER DEPARTMENT 
Dry Mix 
Liquid Mixed 
Nitrogenous Material 
Phosphate Materials 
Potash 
Lime 
Other Fertilizer 
FARM SUPPLIES DEPARTMENT 
Agricultural Chemicals 
Animal Health Products 
Farm Machinery 
Hardware 
Petroleum Products 
Livestock & Poultry Equipment 
Lumber and Building Supplies 
Tires, Batteries & Accessories 
Other Farm Supplies 
SEED DEPARTMENT 
Grain Seed 
Legume Seed 
CraBS Seed 
Other Seed 
OTHER DEPARTMENTS 
OTIIER INCOME AND EXPENSE ACCOUNTS 
OPERATING AND SERVICE INCOME 
Grinding, Rolling, Pelleting, and Mixing Feed 
Cleaning and Treating Seed 
Custom Applications 
Equipment Rental Income 
Grain Storage, Handling and Drying 
Trucking Operation Income 
OTHER INCOME 
Interest Income 
Finance Charges 
Dividends 
Rental Income 
Gain on Diaposal of Fixed Assets 
OTHER EXPENSES 
Interest Expense 
Income Taxes 
Loss on Disposal of 
Pixed Assets 
(Figure 1 Continued) 
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OPERATING EXPENSE ACCOUNTS 
SALARIES AND WAGES 
Office Salaries 
Management Salaries 
Direct Labor 
Indirect Labor 
Other Labor 
PAYROLL TAXES 
FICA· 
State Unemployment 
Federal Unemployaent 
EMPLOYEE BENEFITS 
DEPRECIATION AND AMORTIZATION 
RENT EXPENSE 
Equipment Leases 
Building and Facilities Lease 
Other Rent 
REPAIRS AND MAINTINANCE 
Equipment Repair 
Building and Facilities Repair 
Other Repair 
INSURANCE EXPENSE 
Buildings and Machinery Insurance 
Inventory Insurance 
Other Insurance 
PROPERTY AND BUSINESS TAXES 
Real Estate Taxes 
Personal Property Tax 
Licenses (business, auto, etc.) 
Feed Tax 
Fertilizer Tonnage Tax 
Other Taxes 
UTILITIES 
Heat 
Lights 
Power 
Water 
Fuel 
Telephone 
ADVERTISING EXPENSE 
TRAVEL AND ENTERTAINMENT 
SUPPLIES 
Stationery and Printing 
Postage 
Small Tools 
Fumigants 
Operating Supplies 
Bags 
Gas and Oil 
Other Supplies 
PROFESSIONAL SERVICES 
Legal Expense 
Accounting and Audit 
Consulting Fees 
Electronic Data Processing 
Other Professional Services 
MISCELLANEOUS EXPENSE 
Contributions 
Dues 
Subscriptions 
Bad Debts 
Bank Charges 
Brokerage 
(Figure l Continued) 
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BALANCE SHEET ACCOUNTS 
CURRENT ASSETS 
Cash on Hand 
Cash in Banks 
Marketable Securities 
Accounts Receivable - Customers 
Accounts Receivable - Other 
Notes Receivable 
Finance Notes Receivable 
Allowance for Doubtful Accounts 
Margin Deposits 
Advances Paid on Purchases 
Accrued Storage Charges 
Inventories 
Prepaid Insurance 
Prepaid Rent 
Prepaid Interest 
Other Prepaid Expenses 
Other Current Assets 
LONG TERM ASSETS 
Notes Receivable - Non-Current 
Board of Trade Membership 
Land 
Buildings & Elevator Properties 
Machinery and Equipment 
Auto and Trucks 
Office Furniture & Equipment 
Other Property, Plant, & Equip. 
Accumulated Depreciation for 
Each Account 
Intangibles 
Other Long Term Assets 
CURRENT LIABILITIES 
Notes Payable - Banks 
Notes Payable - Other 
Current Portion Long Term Debt 
Accounts Payable - Trade 
Accounts Payable - Other 
Outstanding Drafts 
Employee Taxes Withheld 
Taxes Collected--Sales, etc. 
Dividends Payable 
Advances Received for Sales 
Accrued Property Taxes 
Accrued Salaries and Wages 
Accrued Interest Expense 
Accrued Payroll Taxes 
Accrued Storage Expenses 
Other Accrued Expenses 
Federal Income Taxes Payable 
State Income Taxes Payable 
Other Current Liabilities 
LONG TERM LIAtlLITIES 
Long Term Debt - Source A 
Long Term Debt - Source B 
Long Term Debt - Source C 
Other Long Term Debt 
Deferred Income Tax 
Deferred Investment Credit 
EQUITY 
Preferred Stock 
Common Stock 
Additional Paid-In Capital 
Retained Earnings 
Proprietorship 
Other Equity 
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The accounts listed on the coding form correspond to the chart of 
accounts listed in Figure 1. Each account is identified by name and by a 
series of code numbers. Additional subaccounts are listed under most 
major accounts to facilitate the direct transfer of data from firm records. 
ltmDediately to the left of each account and subaccount name, under 
the caption ITEM DESCRIPTION, is a number in parentheses. The first two 
digits of the number is the composite code. The computer aggregates all 
the individual subaccounts listed with a cormnon composite code into one 
major account. For example, the subaccounts Wheat, Corn, Barley, ••• , 
Other Grain all have the composite code 01 which will be aggregated into 
the major account GRAIN DEPARTMENT, which also has the composite code 01. 
The three digits to the right of the composite code represent the item 
code. As a result each account and subaccount is identified by a unique 
code number on the coding form. 
The two digit code to the left of each line for input entries on the 
coding form is the account classification code. This tells the computer 
the type of entry (net sales, purchases, inventory, expenses, assets, 
liabilities, etc.) under each account and subaccount. 
Each entry on the coding form is keypunched onto computer cards. 
Each card is identified by firm identification code, date, composite 
code, item code, account name, classification code, and dollar value. 
When a firm begins using the financial data summary and analysis 
system, a coding form must be filled out to list the beginning inventory 
valuations as of the starting date. Then at the end of each period a 
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coding form must be filled out by each firm to summarize transactions and 
to list ending inventory valuations for the period. These ending in- 
ventory valuations are retained within the system for use as the next 
period's beginning inventory. The system is designed to develop financial 
statements on monthly, quarterly, semi-annual, or annual bases. 
Firms can submit their data for net sales. purchases, and expenses on 
a more frequeai: interval than used in processing. For example, earnings 
statements might be prepared by the computer on a semi-annual basis. 
Firms could submit one six month report or six one month summaries if it 
would facilitate the transfer of their records to the coding form. If 
this is the case, the computer will accumulate the data for the longer 
period of time (6 months in this example). Balance sheet accounts and 
ending inventory have to be recorded as of the closing date of the 
period being processed. 
Assuming more than one time period is to be processed during the 
calendar year, the program is set up to summarize data for the period 
currently being processed and for a year to date total. Beginning in- 
ventory information for the various time periods involved are extracted 
from appropriate data files on the basis of date parameters provided at 
the time of program execution and comparisons with the date recorded on 
each data input card. 
The capability of processing an infinite number of firms is built 
into the program, whether it be for individual firm reports or for a com- 
posite group average report. Data to be processed is simply placed in 
appropriate computer files. 
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An alternative is available to process only selected firms on a 
particular computer run. This alternative is particularly valuable for 
the development of composite average output for groups of comparable 
firms. This capability alleviates the necessity of physically •ia- 
assembling data sets to exclude certain firms from being processed. 
Related detail on computer operations o~ the financial data summary 
and analysis system is given in the section COMPUTER PROCESSING. 
STANDARDIZED OUTPUT 
Two types of output are available: 1) individual-regular, and 2) 
individual-detail. An example printout showing the format of the output 
for the individual-regular report is found in Appendix B; an example of 
the individual-detail output is found in Appendix C. 
Composite average reports can take on the format of either individual- 
regular or individual-detail output depending on the detail of the input 
data. 
In total, considering that output can be individual or composite 
group average and regular or detail there are four output options 
available: 
Option I. Individual-Regular Reports. 
Option II. Composite Group Average Regular Report. 
Option Ill. Individual-Detail Reports. 
Option IV. Composite Group Average Detail Report. 
Individual-Regular Reports (Option I). Thia option generates out- 
put under the headings of Earnings Statements (by department and total 
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operation), Balance Sheet, Ratio Analysis, and Departmental Analysis. 
Figure 2 is a diagram of the types of output items produced. Appendix B 
contains sample output for Option I. The input data for this option is 
. usually limited in that account item totals are submitted for processing 
rather than detail by subaccount. And, operating expenses are submitted 
for the total operations (not allocated to each department). 
Composite Group Average Regular Report (Option II). This output 
option aggregates data for all firms or selected firms into a central 
data bank and an overall group average is computed for each output item. 
A printout with the same format as Option I will be generated for the 
composite average (See Figure 2). 
Individual-Detail Reports (Option III). This output option is 
similar to, but more detailed than Option I •. Option III contains all out- 
put in Option I plus additional information under the heading Detail By 
Item. Also, a second page of output is added to the Missouri model, 
which deducts departmental operating expenses from departmental gross 
profit on sales to arrive at departmental net profit on sales. Figure 3 
is a diagram of the types of output items produced. Appendix C contains 
sample output for Option III. The input data for this option is detailed 
in that item subaccounts are submitted for processing rather than com- 
posite account totals. And, operating expenses are submitted for each 
department rather than for the total operations. 
Composite Group Average Detail Report (Option IV). This output 
option aggregates data for all firms or selected firms using Individual- 
Detail Reports (Option III) into a central data bank and an overall 
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average is computed for each output item for the group. A printout with 
the same format as Option III will be generated for the composite average 
(See Figure 3). This is an additional option to the Missouri model. 
Selective Processing. A separate capability is available whereby 
information for a specific list of firms can be processed without 
physically disassembling the data set to exclude certain firms from being 
processed. This capability is identified as selective processing. Data 
for firms that are not selected for processing are simply ignored by the 
computer. 
Each firm that participates receives two sets of output at the end of 
each processing period. The first set is the results of the individual 
firm's operation, that is Option I or Option III. The second set will be 
the composite group average of similar type firms. If a firm receives 
Option I output, the second set will be Option 11; if Option III is used 
to output individual firm results, the second set received will be 
Option IV, with one exception. If the number of similar type firms 
processed under Option III is not sufficient to have meaningful output 
under Option IV the firms' data will be combined with similar type firms 
from Option I to generate the group average for Option II. 
COMPUTER PROCESSING 
The source deck of the financial data summary and analysis system is 
written in PL/land is listed in Appendix D. This program has been com- 
piled and executed on an IBM 360. Operating instructions for this program 
are in Appendix E. 
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Input data is submitted to the computer by using four input files: 
1) Pa rams File. 
2) Master File. 
3) Current File. 
4) Prevous File. 
Params File. The information in this file is utilized to specify 
descriptive information and input-output options to the computer while the 
program is being executed. Six cards are required. 
Parameter Card (Card 1) 
Column Description 
1 Type Statement Code 
I-Individual-Regular Reports 
2-Composite Group Average Regular Report 
3-Individual-Detail Reports 
4-Composite Group Average Detail Report 
10 Selective Processing Code 
I-Process only firms listed 
in master file 
2-Process all firms having 
complete data in both current 
and prevous files 
20-23 Date Code on Beginning Inventory Cards 
for Current Period 
(last two digits of year, month) 
30-33 Date Code on Beginning Inventory Carda 
for Year to Date Period 
(last two digits of year, month) 
40-59 Literal Constant - Date of Statement 
60-62 Number of Days in Current Period 
70-72 Number of Days in Year to Date Period 
79-80 Number of Months in Current Period 
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User Supplied Message Cards (Cards 2-3) 
Column Description 
1-80 Any two line message that an operator 
wishes to appear on each page of output. 
Insert two blank cards if message is 
not desired. 
Sponsoring Institution (Cards 4-6) 
Column Description 
1-80 Any three line address that an operator 
wishes to appear on the cover sheet of 
each printout. Center each line of data 
on the card. Insert three blank cards 
if information is not desired. 
A 'l', '2', '3', or '4' must be coded in column 1 of the parameter 
card to indicate the type of output to be generated on a particular com- 
puter run. Likewise, a 'l' or '2' must be coded in column 10 for se- 
lective processing. There are no defaults for either of these variables. 
The date codes referenced by the next two data fields on the para- 
meter card correspond to the four digit date code that has been punched 
on the specified beginning inventory cards. These cards must be processed 
for beginning inventory valuations as of the current period and as of the 
starting date of the year to date period. 
For example, input data representing January 1, 1974, would have 
'7400' coded on each input data card in the date field. Data representing 
March 31, 1974, would have '7403' coded on each input card. Data re- 
presenting June 30, 1974, would have a '7406' coded on each input card. 
To process the period January through March, beginning inventory data for 
the current period would come from the '7400' cards. Likewise, the year 
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to date period would come from the '7400' cards when processing the first 
quarter. To process the period April through June, the '7403' cards 
would represent the beginning inventory valuations for the second quarter. 
The '7400' data cards would represent the beginning inventory valuations 
for the year to date. The appropriate date codes are punched on the par- 
rameter card as per the example to differentiate the input data cards that 
must be processed for each of the time periods. 
The date of statement data field is initialized with the literal re- 
presentation of the month, day, and year exactly as it is to appear in 
the heading of each financial report. If statements are to be prepared 
for June 30, 1974, the character string 'June 30, 1974' would be punched 
on the parameter card. 
The number of months is used to complete the heading on each financial 
statement. If the time period is for three months, a '3' would be punched 
on the parameter card. 
The user supplied message cards are initialized with any specific 
comment that is wanted on each page of the output. Information is printed 
in the exact format as it appears on each card. Blank cards must be in- 
serted if no messages are desired. 
The sponsoring institution is a three line address that appears on 
the cover sheet of the computer printout for each firm. The three eighty- 
character strings are printed in the center of the cover sheet, conse- 
quently any wording should be centered on the input cards exactly as they 
are to be printed. Again, blank cards are necessary to fill the space if 
no address is desired on a particular computer run. 
• 
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Master File. (optional) If the selective processing alternative is 
to be used the list of identification codes of the firms that are to be 
processed on a particular computer run is recorded in this file. 
The file is processed using unformatted input/output. The six digit 
identification codes of the firms to be processed must be listed in 
ascending order. Each code can be on a separate card or several codes 
can be listed on one card as long as each six digit code is separated by 
one or more blanks. Accounting data for these firms only will then be 
extracted from the Current and Prevous Files. Other firms' data will be 
ignored by the computer. 
Current File. The information in this file contains each firm's in- 
put data for the current period. It contains all information necessary 
to compile a current period earnings statement and balance sheet for a 
firm with the exception of beginning inventory valuations. Beginning in- 
ventory information is maintained in the Prevous File as discussed in the 
next section. 
Contents of this file can be maintained on computer cards, disk, or 
tape. Data are contiguously stored in ascending code order. This file 
is keypunched from the coding form according to the following format 
specifications. 
Column Description 
1-6 Firm Identification Code -- (three digit 
county code, three digit firm code) 
Date -- (last two digits of year, month) 9-12 
21-22 Composite Code 
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Column 
23-25 
26-60 
61-62 
71-80 
Description 
Item Code 
Account Name 
Classification Code 
Dollar Value (punch in decimal point) 
Columns 7 and 8 are not specified for use in the above format. They 
can be used for identification purposes without interfering with the 
processing. For example, assume a firm's data is to be processed quarterly 
and they submit their data on a monthly basis. January's sales, purchases, 
and expenses can be identified by keypunching a 'Ol' in columns 7 and 8. 
The same procedure is used for Fe~ruary except putting a '02' in columns 
7 and 8. March's data will contain a 'OJ' in columns 7 and 8 for sales, 
purchases, expenses, balance sheet items, and ending inventory data. 
Columns 71-80 are specified to be used for dollar values. For 
numbers less than or equal to $9,999,999.99 the decimal point should be 
keYPunched in column 78 of the computer card and would appear on the card 
as '9999999.99'. If the dollar value exceeds $9,999,999.99 the decimal 
Point should not be keypunched on the computer card. For example, if the 
dollar value for an individual entry is $14,286,974.59 it should be key- 
punched on the computer card as '1428697459'. 
Prevous File. This data set is utilized as the filing location for 
all beginning inventory data that is initially submitted by a firm before 
its first computer run. After a computer run, assuming there is more 
than one period involved, data from the Current File is removed from that 
location and merged into the Prevous File. This transfer provides a 
29 
source of historic data for developing year to date earnings statements 
and ratio analysis reports as well as providing ending inventory data 
from the 11K>st recent computer run for use as beginning inventory for the 
next J"Un. The same sorting and format specifications apply to this file 
as for the Current File. Likewise, Prevous File data can be maintained 
on computer cards, disk, or tape. 
All results generated by the computer program are routed to one of 
two output files: 
1) Printer File. 
2) Summary File. 
Printer File. The financial statements and ratio analysis results 
from a computer run are accumulated in this file. The results are then 
printed from this file as paper output. 
Summary File. This file accumulates all the diagnostic messages 
that are generated by the computer program, during a run. Then the 
messages are printed as paper output. 
CONTINUING FINANCIAL ANALYSIS COMPARISON 
To make successive comparisons of financial statements easier and 
consistent over time the "Continuing Financial Analysis Comparison" form 
should be completed by the firm. Recorded on it are figures and percent- 
ages from the earnings statements, balance sheet, ratio analysis, and 
departmental analysis output for the present accounting period and the 
average of previous accounting periods. Information for the present ac- 
counting period can be pulled directly off the printout. At the end of 
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the accounting period each sheet should be completed and placed in a 
binder as ahown in Appendix F. 
Appendix G contains a proposed publication introducing the financial 
data summary and analysis system to interested firms explaining the 
system's capabilities and advantages, and providing information on how to 
prepare input data for processing. Appendix H contains a proposed publi- 
cation explaining the computer output and how it should be interpreted by 
each manager. 
CHAPTER III 
INTRODUCTION 
The purpose of this chapter is to discuss the interpretation of the 
financial data summary and analysis system's output. Interpretation and 
analysis of the output by the manager of the farm supply firm is essential 
to the success of this system. Each statement of the printout is dis- 
cussed as to content and computation. 
Data was gathered on a farm supply firm for a five year period, 1969- 
1973.~/ This data was processed and transferred to the Continuing Finan- 
cial Analysis Comparison Forms found in Appendix F. Examples are drawn 
from this data to illustrate specific points and to note trends in the 
financial condition of the firm. 
EARNINGS STATEMENT 
An earnings statement (also known as a profit and loss statement, an 
income statement, or a statement of operations) is a summary of all the 
firm's economic activity throughout an accounting period, arranged so that 
operating expenses can be subtracted from gross income to determine a net 
profit for the period. The earnings statements generated are of two types, 
departmental and total operations. 
Departmental Earnings Statement (Option I) The format for each of 
the six departmental earnings statements is the same. A sample of these 
statements can be found on pages (1 of 8) to (6 of 8) in Appendix B. The 
!/ Data obtained from an interview with Mr. Jack Leigh of the Cooper- 
ative Service Company, Lincoln, Nebraska. 
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SALES category represents the revenue derived from merchandise sold by 
the department. COST OF GOODS SOLD is derived by adding the value of the 
BEGINNING INVENTORY to the value of the PURCHASES made by the firm during 
the period and then subtracting the value of the ENDING INVENTORY. COST 
OF GOODS SOLD is subtracted from SALES to arrive at the value of GROSS 
PROFIT ON SAL~S. 
Option II gives composite group average departmental earnings state- 
ments using the same statement format as Option I. 
(Option III) The format for each of the six departmental earnings 
statements is the same. A sample of these statements can be found on 
pages (1 of 14) to (12 of 14) in Appendix C. Arriving at GROSS PROFIT ON 
SALES uses the same procedure as described above for Option I. The next 
section of each earnings statement deducts TOTAL OPERATING EXPENSES for 
each department from GROSS PROFIT ON SALES to arrive at NET PROFIT ON 
SALES. 
Option IV gives composite group average departmental earnings state- 
ments using the same statement format as Option III. 
Total Operations Earnings Statement The format for this statement 
is the same for all four output options. The total operations earnings 
statement is found on pages (7 of 8) and (8 of 8) for Option I in Appen- 
dix Band pages (13 of 14) and (14 of 14) for Option III in Appendix C. 
The SALES OF MERCHANDISE category represents the total revenue de- 
rived from merchandise sold by the firm. COST OF GOODS SOLD is derived 
by adding the value of BEGINNING INVENTORY to the value of all PURCHASES 
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made by the firm during the period and then subtracting the value of END- 
ING INVENTORY. COST OF GOODS SOLD is subtracted from the SALES OF MER- 
CHANDISE to arrive at the value of GROSS PROFIT ON SALES. To this figure, 
the OPERATING AND SERVICE INCOME is added to arrive at GROSS PROFIT FOR 
TOTAL OPERATION. The percent of sales calculation is based on SALES 
plus OPERATING AND SERIVCE INCOME. 
The next section of the total operations earnings statement concerns 
deducting operating expenses from gross profit. TOTAL OPERATING EXPENSES 
are subtracted from GROSS PROFIT FOR TOTAL OPERATION to arrive at OPER- 
ATING PROFIT. OTHER INCOME is added to this figure and OTHER EXPENSES 
are subtracted out to give NET PROFIT for the total operation. The value 
of NET PROFIT is then expressed as a percent of gross income. 
Logically, the first item to examine in analyzing the earnings state- 
ment is the dollar sales volume. Dollar sales are the result of a com- 
bination of two factors: selling price per unit times the quantity of 
goods sold. The primary objective of the earnings statement is the de- 
termination of operating efficiency. The size of dollar sales or gross 
operating income means little if it is not translated into net profits. 
The share of sales that is absorbed by operating costs and expenses is 
one of the principle concerns to the manager. By comparison of earnings 
statements for successive periods it is possible for the manager to ob- 
serve the progress of the firm. For example, the earnings statements for 
the Farm Supplies Department in Appendix F shows a continuing increase in 
sales and net profits over the five year period. This would indicate to 
the management a trend b4d developed and that it may be profitable for the 
firm to expand this department. The total operations earnings statement 
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indicates a trend of increasing sales for the firm, but the net profits 
as a percent of gross income has oscillated up and down over the same 
time period. 
BALANeE SHEET 
The balance sheet (also referred to as the statement of financial 
condition) is an instantaneous picture of the financial condition of the 
firm at a specific moment in time. It systematically lists all of the 
assets and liabilities of the firm and then derives equity. Its purpose 
is to reveal liquidity and solvency of a firm at a particular moment in 
time. 
Liquidity is a measure of the degree to w~ich current assets can be 
converted into cash to meet current obligationl. Solvency is a measure 
of the ability of a firm to meet current and long term credit obligations. 
Because asset and liability valuations change continuously, the values 
measuring liquidity and solvency will be affected by the date on which 
the balance sheet is made. 
The balance sheet can be found on page (1 of 1) immediately following 
the total operations earnings statements in the sample printouts in Appen- 
dixes Band c. The format of the balance sheet is the same for all four 
output options. The percent of total column may not add to 100 due to 
rounding. 
The balance sheet is arranged into two parts, each of which, by def- 
inition, is always equal to the other. The first is a listing of all as- 
sets of the firm, classified into two groups according to the liquidity 
of the assets. Assets that will normally be converted into cash or will 
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the percent of TOTAL LIABILITIES AND EQUITY has iecreased over the same 
time period. 
RATIO ANALYSIS 
Ratio analysis is a powerful tool the manager can use to measure the 
financial position of the firm. Business ratios provide symptoms that 
identify areas in the firm needing improvement. Once the symptoms are 
determined it is management's role to find and solve the problems causing 
the symptoms. 
A ratio is a fixed relationship between two similar things. Ratios, 
stated in accounting terminology, can compare items in a balance sheet, 
one to another, or ratios can describe the relationship of earnings state- 
ment entries to each other. Ratios can also compare one value in the 
balance sheet to any entry in an earnings statement. 
The ratios reported for the firm are divided into four major cate- 
egories: 1) LIQUIDITY RATIOS, 2) SOLVENCY RATIOS, 3) PROFITABILITY RATIOS, 
and 4) MISCELLANEOUS RATIOS. The ratio analysis can be found on page (1 
of 1) of the sample output in Appendixes Band C, directly after the bal- 
ance sheet. The ratio analysis printout format is the same for all four 
options. 
Liquidity ratios are commonly used indexes of financial strength for 
the firm and are valuable measures of the ability of the firm to meet 
current obligations. The CURRENT RATIO is the relationship of current 
assets to current liabilities. It is computed in the following manner: 
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be sold or consumed during the next operating cycle are termed CURRENT 
ASSETS. All other assets are classified as LONG TER?-l ASSETS. LONG TERM 
ASSETS include investments, property, plant, equipment, etc. which are 
used to produce products and services and have an expected useful life to 
the firm of greater than one year. 
The second part of the balance sheet specifies the claims against the 
assets. Liabilities that come due within the next year and that are ex- 
pected to be paid with current assets or by the creation of other current 
liabilities are classified as CURRENT LIABILITIES. The firm should in- 
clude that portion of longer-term debts which will become due during the 
next accounting period as part of CURRENT LIABILITIES. Amounts owed that 
do not become due within one year are classified as LONG-TERM LIABILITIES. 
The final category on the liability side is the owner's EQUITY, sometimes 
referred to as net worth. This figure is the difference between TOTAL 
ASSETS and TOTAL LIABILITIES and represents the ownership claim against 
the firm. 
The effects of the operations of the firm are reflected in the bal- 
ance sheet by increases and decreases in the various assets and liabili- 
ties and also in equity. These changes can be observed by comparing bal- 
ance sheets of successive periods. For example, the balance sheets in 
Appendix F indicates the outstanding accounts receivable have increased 
in absolute dollars and also as a percent of total assets in the 1969 to 
1973 period. This could signal to the manager that a review of the credit 
Policy of the firm is needed. The second part of the balance sheet in- 
dicates to the manager that EQUITY has increased in absolute dollars, but 
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Current Ratio. Current Assets 
Current Liabilities 
The LIQUID RATIO (sometimes referred to as the acid-test ratio or the 
quick ratio) compares only the most liquid assets--that is, current 
assets minus the value of inventories and prepaid expenses--to current 
liabilities. It is computed in the following manner: 
Liquid Ratio. Current Assets - Inventories - Prepaid Expenses 
Current Liabilities 
Solvency ratios supply information about the ability of the firm to 
meet long term obligations. The LIABILITIES/ASSETS ratio measures the 
proportion of the firm's investment that is supported by creditors and 
borrowed capital. It is computed in the following manner: 
Li biliti p As t Rati • Total Liabilities a es er se o T 1 •- t ota noses 
The LIABILITIES/EQUITY ratio expresses the direct relationship of borrowed 
capital to owned capital and is an indication of the security that cred- 
itors have in their loans. It is computed in the following manner: 
Total Liabilities Liabilities Per Equity Ratio• Equity 
The FIXED ASSETS/EQUITY ratio relates the proportion of equity that is 
invested in long term assets. It is computed in the following manner: 
Fixed Assets Per Equity Ratio• Long Term Assets 
Equity 
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Profitability ratios are of two types: those showing profitability 
in relation to sales and those showing profitability in relation to in- 
vestment. The percentages derived for GROSS RETURN ON SALES represents 
the gross profit margin for the total merchandising operation and for 
each department within the firm. It is computed in the following manner: 
Gross Return on Sales. Gross Profit on Sales X 100 Sales 
The NET RETURN ON GROSS INCOME ratio represents the profit margin above 
cost of goods sold and operating expenses for the total operation. It is 
computed in the following manner: 
Net Return on Gross Income• Net Profit X 100 'Sales of Merchandise+ 
Operating & Service Income 
NET RETURN ON ASSETS ratio represents the productivity of the total assets 
of the firm. It is computed in the following manner: 
Net Profit Net Return on Assets• Total Assets X 100 
And, the last ratio in this group NET RETURN ON EQUITY indicates the re- 
turn to the ownership investment in the firm. It is computed in the 
following manner: 
Net Return on Equity• Net Profit x 100 Equity 
The last group of ratios are the miscellaneous ratios. AVERAGE IN- 
VENTORY TURNOVER for the total operation and individual departments de- 
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notes the frequency that inventory investment is "turned" during the 
period studied. It is computed in the following manner: 
Cost of Goods Sold Average Inventory Turnover•..,...~~~;..;...;;~--.~--~~~~- (Beginning Inventory+ Ending 
Inventory)• (2) 
The AVERAGE COLLECTION PERIOD (DAYS) represents the ratio of credit sales 
to total sales and service income multiplied by the number of days in the 
comparison period. It is computed in the following manner: 
Receivables Average Collection Period (Days)• Sales+ Service Income X No. of Days 
The last ratio of OPERATING EXPENSES/GROSS PROFIT denotes operational ef- 
ficiency of the firm. It is computed in the following manner: 
Operating Expenses/Gross Profit• Operating Expenses x 100 Gross Profit For Total Operation 
The financial position of the firm can be monitored by observing the 
RATIO ANALYSIS for successive periods. The liquidity ratios and solvency 
ratios reflect the financial condition of the firm. For example, the 
Liabilities/Equity ratios on the ratio analysis sheets in Appendix F, 
would indicate to the manager that liabilities for the firm are increasing 
at a faster rate than the equity in the firm. 
The profitability ratios and the operating expenses to gross profit 
ratio will be helpful in analyzing the firm's earnings statements. Net 
return on gross income measures the return on the total investment in as- 
sets. Net return on equity measures the return on the ownership invest- 
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ment and is thus usually an important measure of how well the firm is 
achieving its objectives. For example, all of the Net Return ratios for 
1973 are above the five year average shown in Appendix F. This would 
indicate to the manager that he is achieving the objective of a higher 
net return. 
Average inventory turnover indicates to management the number of 
times average inventories of the firm are converted into cash or receiv- 
ables during the accounting period. Hence, it reflects on the quality of 
inventories throughout the accounting period and on the purchasing and 
merchandising efficiency of management. 
DIPARTMENTAL ANALYSIS 
The departmental analysis can be found on page (1 of 1) directly 
following the ratio analysis in Appendixes Band C. The printout format 
is slightly different for Option I and Option Ill. 
(Option I) Thia report relates each department's contribution to the 
following categories: SALES, BEGINNING INVENTORY, PURCHASES, ENDING IN- 
VENTORY, COST OF GOODS SOLD, and GROSS PROFIT. 
Option II gives a composite group average using the same statement 
format as Option I. 
(Option III) All the information contained in Option I is in Option 
111 plus two more columns of information, OPERATING EXPENSES and NET 
PROFIT ON SALES. 
Option IV gives a composite group average using the same statement 
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format as Option III. 
Successive departmental analysis sheets, as shown in Appendix F, 
Would indicate to the manager any trends that are developing over time in 
each of the eight categories for each department. 
DETAIL BY ITEM 
This section of the output is generated only under Option III. It 
can be found on pages (1 of 6) to (6 of 6), immediately after the de- 
partmental analysis. Page (1 of 6) relates the contribution of each 
commodity or department to the following categories: SALES, BEGINNING 
INVENTORY, PURCHASES, ENDING INVENTORY, COST OF GOODS SOLD, GROSS PROFIT, 
OPERATING EXPENSES, and NET PROFIT ON SALES. Page (2 of 6) relates the 
contribution of each item to the following major categories: OTHER OP- 
ERATING AND SERVICE INCOME, OTHER INCOME, and OTHER EXPENSES. Pages (3 
of 6) and (4 of 6) relate the contribution of each operating expense to 
the TOTAL OPERATING EXPENSES. Page (5 of 6) relates the contribution of 
each of the assets to the TOTAL ASSETS. Page (6 of 6) relates the con- 
tribution of each of the liability and equity categories to TOTAL LIA- 
BILITIES AND EQUITY. 
CHAPTER IV 
SUM?-fARY 
The general objective of this study was to enhance the existing cap- 
abilities of a financial information system for farm supply firms. This 
objective was accomplished in the following ways: 
1) Several financial information systems were reviewed to 
learn which systems were available to farm supply firms. A 
model developed at the University of Missouri was chosen to 
be the basic program. It was tested with sample data to 
determine its existing capabilities. The resulting output 
was analyzed and the program was revised to produce improved 
output for firm financial evaluation. 
Two types of output are available: 1) individual-regular, 
and 2) individual-detail. An example printout showing the 
format of the output for the individual-regular report is 
found in Appendix B; an example of the individual-detail re- 
port is found in Appendix C. 
Composite average reports can take on the format of either 
individual-regular or individual-detail output depending on the 
detail of the input data. 
In total, considering that output can be individual or 
composite group average and regular or detail there are four 
output options available: 
Option I. Individual-Regular Reports. 
Option II. Composite Group Average Regular Reports. 
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Option III. 
Option IV. 
Individual-Detail Reports. 
Composite Group Average Detail Report. 
(Option I) This option generates output under the headings 
of Earnings Statement (by department and total operation), 
Baiance Sheet, Ratio Analysis, and Departmental Analysis. 
Appendix B contains sample output for Option I. The input 
data for this option is usually limited in that account item 
totals are submitted for processing rather than detail by 
subaccount. And, operating expenses are submitted for the 
total operations (not allocated to each department). 
(Option II) This output option aggregates data for all firms 
or selected firms into a central data bank and an overall 
group average is computed for each output item. A printout 
with the same format as Option I will be generated for the 
composite average. 
(Option III) This output option is similar to, but more detailed 
than Option I. Option III contains all output in Option I 
plus additional information under the heading Detail By Item. 
Also, a second page of output is added to each departmental 
earnings statement, which deducts departmental operatiag expenses 
from departmental gross profit on sales to arrive at departmental 
net profit on sales. Appendix C contains sample output for 
Option III. The input data for this option is detailed in that 
item subaccounts are submitted for processing rather than 
account totals. And, operating expenses are submitted 
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for each department rather than for the total operations. 
(Option IV) This output option aggregates data for all firms 
or selected firms using Individual-Detail Reports (Option III) 
into a central data bank and an overall average is computed 
for each output item for the group. A printout with the same 
format as Option III will be generated for the composite average. 
The output was improved in the following ways: 1) A page 
was added to each departmental earnings statement in Option 
III, which deducts operating expenses for each department from 
gross profit on sales to arrive at a net profit on sales for 
each department; 2) Two columns were added to the departmental 
analysis page, OPERATING EXPENSES and NET PROFIT (SALES); 3) 
Two columns were added to the first page of the detail by item 
section, OPERATING EXPENSES and NET PROFIT (SALES); and 4) 
Another output option was added to the program, Option IV, 
which is a composite group average using the format of Option 
III. 
The revised financial information system is entitled 
"A Financial Data Summary and Analysis System For The Farm 
Supply Firm". 
2) A standardized coding form entitled "A Financial Data 
Summary and Analysis System For The Farm Supply Firm, Coding 
Form" was developed for input data. It is compatible with 
accounting records using the chart of accounts developed by 
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the Grain and Feed Dealers National Association and with the 
revised computer program. This form is found in Appendix A. 
3) A proposed publication entitled "A Financial Data Summary 
and Analysis System For The Farm Supply Firm, User Manual-- 
Introduction and Input Information" was developed to introduce 
the system to interested managers, review the system's output, 
including sample printouts, and discuss the general considerations 
and requirements for participation. This publication is found 
in Appendix G. 
4) A proposed publication entitled "A Financial Data Summary 
and Analysis System For The Farm Supply Firm, User Manual-- 
Output Interpretation" was developed to explain each statement 
of the printout, as to content and computation, and how it 
should be interpreted by the manager. This publication is 
found in Appendix H. 
5) Finally, a Continuing Financial Analysis Comparison Form 
was developed to make successive comparisons of financial state- 
ments easier and more consistent over time. An example of a 
completed form is found in Appendix F. 
CONCLUSIONS 
"A Financial Data Summary and Analysis System For The Farm Supply 
Firm" supplies to the financial management of farm supply firms a 
simplified, standardized, and usable financial information system. This 
system is capable of making financial information available to management 
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in a timely and orderly fashion so as to encourage evaluation of the past 
performance of the firm and to facilitate planning of future operations. 
RECOMMENDATIONS FOR FURTHER RESEARCH 
Each output option of the financial data summary and analysis system 
has been tested with input to produce output as shown in Appendixes B, C, 
and F. The accuracy of the computed numbers and percentages have been 
verified with hand calculations. The account and subaccount items for 
which o•tput has not been generated should be tested with additional 
sample data and the results should be verified. 
Data from several Nebraska farm supply firms should be gathered for 
Option II and IV type computer runs to develop industry and other rel- 
event composite group financial averages. These averages could be used 
as guidelines or benchmarks by managers to compare their firms' activities 
with the average. The costs associated with the gathering and processing 
of input data could also be established in this step, these costs should 
be reflected in the charge made to participating firms. 
Earnings statements can now be printed out and analyzed in detail 
if the input data is submitted in detail. However, eertain balance sheet 
input items are aggregated for presentation as a single number. Specifi- 
cally, the valuation of equity is presented as one number in the balance 
sheet even though the input data is broken down into six subaccounts. 
Printing out more of this detail about equity would improve the manager's 
ability to analyze their firms' financial condition. 
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A FINANCIAL DATA SUMMARY AND ANALYSIS 
SYSTEM FOR THE FARM SUPPLY FIRM 
by 
Maurice D. Kniep and P. W. Lytle 
CODING FORM 
The Enclosed Entries Swmnarize Month(s) Operation -- 
From the Accounting Records of Firal ----- 
For Period Ending --------- 
TABLE OF CONTENTS 
EARNINGS STATEMENT ACCOUNTS 
SALES, PURCHASES, AND INVENTORY··•••••••••••••••••••••••••••••• 
Grain Department. 
Fertilizer Department 
Seed Department 
Feed Department 
Farm Supplies Department. 
Other Departments 
• • 
• • • • • • 
• • • • • • • 
• • • • • • • • • • • 
• • • • • • 
• • • • • • • • • • • 
OPERATING AND SERVICE INCOME••••••••••••••••••••••••••••••••••• 
OntEB. INCOME •••• , •••••••••••••• , , •••• • • • • • • • • • • • • • • • ••••••••••• 
OmER EXPENSES • , ••• , , , •••• , •••••• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 
OPERATING EXPENS!S ••••••••••••••••••••••••••••••••••••••••••••• 
Salaries and Wages •• 
Payroll Taxes ••• 
Employee Benefits • 
Depreciation. • 
Rent. • • • • 
Repairs 
Insurance 
Taxes 
Utilities 
Advertising 
Travel and Entertainment. 
Supplies •• 
Professional Services 
Miscellaneous Expense 
• • • • • • • • • 
• • • • • • • • 
• • • • • 
• • • • • 
• • • • • • • • • • 
• • • • • • 
• • • • • 
• • • • • • • • • • 
• • • • • 
• • • • 
• • • • • • 
• • • • • • • • • 
• • • • • 
• • • • • • 
BALANCE SHEET ACCOUNTS 
ct1RR.ENT ASSETS •••• , • , ••••••••• • • • • • • • • • • • • • • • , , ••• , , •• , ••••••• , 
LONG TERM ASSETS ••••••••••••••• • • • • • • • • • • • • • • • • • • •••••• • • • • • • • • 
CURRENT LIABILITIES •••••••••••••••••••••••••••••••••••••••••••• 
LONG TERM LIABILITIES •••••••••••••••••••••••••••••••••••••••••• 
EQUITY •••••• , , • , • , • , •••••••••••••••• , •••••••••••••••••••••••••• 
FOO'rNOTES • , , •••••• , ••••••••••••••• • • • • •• , •••••••••••••••••••••••• 
CO?i!f!NTS , , , , , ••• , •••• , ••••••••••••••••••••••••••••••••••••••••• , • 
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INTRODUCTION . 
Information about completing the coding form is in the footnotes at 
the back of this form. More detailed information is available in the 
publication entitled "A Financial Data Summary and Analysis System For 
The Farm Supply Pirm, User's Manual-Introduction and Input Information". 
The footnotes and publication material should be used concurrently while 
completing this form. The numbers in parenthesis are simply to help with 
putting data into the computer and can be ignored by you. All values can 
be recorded on this form in dollars and cents (that is, you need not 
round off the centa). 
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ITEM DESCRIPTION DOLLAR VALUE 
(08088) OPERATING AND SERVICE INCOME7 (04) 
(08078) Grinding, Rolling, Pelleting, 
and Mixing Feed (04) 
(08079) Cleaning and Treating Seed (04) 
(08080) Custom Applications (04) 
(08081) Equipment Rental Income (04) 
(08082) Grain Storage, Handling, and Drying (04) 
(08083) Trucking Operation Income (04) 
(09094) OTHER INCOMES (OS) 
(09089) Interest Income (OS) 
(09090) Finance Charges (05) 
(09091) Dividends (OS) 
(09092) Rental Income (05) 
(09093) Gain on Disposal of Fixed Assets (OS) 
(10098) OTHER !XPENSES9 (06) ---- 
(06) ---- 
(06) ---- 
(06) ---- 
(10095) Interest Expense 
(10096) Income Taxes 
(10097) Losa on Disposal of Fixed Aaaeta 
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ITEM DESCRIPTION DOLLAR VALUE 
(29900) cash on Hand 
(29901) Cash in Banks 
(08) ---- 
(08) ---- 
(30906) Marketable Securities (08) ---- 
(31907) Account• Receivable - Customer (08) 
(31908) Account• Receivable - Other (08) 
(31909) Notes Receivable (08) 
(31910) Finance Notes Receivable (08) 
(31911) Allowance for Doubtful Account• (08) 
(31912) Margin Depoait• (08) 
(33916) Advances Paid on Purchases23 (08) ---- 
(34917) Accrued Storage Charges (08) ---- 
(35918) lnventories24 (08) ---- 
(36919) Prepaid Inaurance 
(36920) Prepaid Rent 
(36921) Prepaid Interest 
(36924) Other Prepaid Expenses 
(08) ---- 
(08) ---- 
(08) ---- 
(08) ---- 
(37925) Other Current Assets Not Listed Elsewbere25 (08) ---- 
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ITEM DESCRIPTION DOLLAR VALUE 
(38926) Notes Receivable - Non Current 
(38927) Board of Trade Memberships 
(09) ---- 
(09) ---- 
(39933) Land (09) ---- 
(39934) Buildings and Elevator Properties26 
(40941) Accunulated Depreciation 
(09) ---- 
(09) ---- 
(39935) Machinery and Equipment26 (09) ---- 
(09) ---- (40942) Accumulated Depreciation 
(39936) Autos and Truck826 
(40943) Accumulated Depreciation 
(09) ---- 
(09) ---- 
(39937) Office Purnitur• and Equipment26 
(40944) Accum.alated Depreciation 
(09) ---- 
(09) ---- 
(39938) Other Property, Plant, and Equipment26 
(40945) Accunulated Depreciation 
(09) ---- 
(09) ---- 
(41948) Intangibles (09) ---- 
(42950) Other Long Term Assets Not Listed Elsewhere25 (09) ---- 
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(12) 
ITEM DESCRIPTION DOLLAR. VALUE 
(43951) Notes Payable - Banks 
(43952) Notes Payable - Other 
(43953) Current Portion Long Term Debt 
(10) ---- 
(10) ---- 
(10) ---- 
(44954) Accounts Payable - Trade (10) 
(44955) Accounts Payable - Other (10) 
(44956) outstanding Drafts (10) 
(44957) Employee Taxes Withheld27 (10) 
(44958) Taxes Collected -- Sales, etc.27 (10) 
(44959) Dividends Payable (10) 
(45965) Advances Received for Salea28 (10) ---- 
(46966) Accrued Property Taxes (10) 
(46967) Accrued Salaries and Wages (10) 
(46968) Accrued Interest Expense (10) 
(46969) Accrued Payroll Taxes (10) 
(46970) Accrued Storage Expenses (10) 
(46973) Other Accrued Expenses (10) 
(47975) Federal Income Taxes Payable 
(47976) State Income Taxes Payable 
(10) ---- 
(10) ---- 
(48974) Other Current Liabilities Not Listed 
Elsewhere25 (10) ---- 
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(13) 
ITEM DESCRIPTION DOLLAR VALUE 
(49977) Long Term Debt - Source A (11) 
(49978) Long Term Debt - Source B (11) 
(49979) Long Term Debt - Source C (11) 
(49985) Other Long Term Debt Not Listed 
Elaewhere25 (11) 
(50986) Deferred Income Tax (11) ---- 
(51987) Deferred Investment Credit (11) ---- 
(52988) Preferred Stock (12) 
(52989) Co11DOn Stock (12) 
(52990) Additional Paid-In Captital (12) 
(52991) Retained Earnings (12) 
(52992) Proprietorahip29 (12) 
(52993) Other Equity25 (12) 
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FOOTNOTES 
1Restrict firm identification to the six digit code assigned to your firm 
at signup. Thia aids in keeping your data confidential. 
2Record only net sales on the code form. Charges for sales returns and 
allowances, sales discounts, and etc. nust be deducted before entering 
your data. 
linclude charges for transportation of incoming merchandise (freight, 
postage, etc.) in purchAae cost. Credits for purchase returns and 
allowances, purchase discounts, and etc. nust be deducted before entering 
your data on the code form. Freight charges for mixed shipments should 
be proportionally allocated to appropriate items. 
4Valuationa for initial beginning inventory at the start of use of this 
accounting service should be recorded on a separate coding form and sent 
to the processing center. Thereafter, values recorded are assumed to be 
for ending inventory as of the date recorded on the cover sheet. Thia 
value will automatically carry forward for the next period's beginning 
inventory. 
5Never duplicate entry of your data. You may enter your transaction 
summaries by colllllOdity (lower case lettering) or by department totals 
(upper case lettering) but not both. Consistency from period to period 
is recommended for analysis purposes. 
6Should you have an unique department other than grain, fertilizer, seed, 
feed, or farm supplies, su1111&ries of that enterprise should be recorded 
in this account. Do not record data in this category that should be 
itemized in operating and service income accounts. 
7Record gross income from these activities. Associated expenses should 
be itemized under appropriate operating expense accounts. 
8tncome accruing to your firm from sources not directly associated with 
everyday business transactions. 
9Expensea incurred by your firm from sources not directly associated 
"1th everyday business transactions. 
1°'rhis column should be used if the regular output (Option I) is desired. 
If this column is used do not enter values in the grain, fertilizer, 
seed, feed, farm supplies, and other department columns. 
11This column should be used if the detailed output (Option III) is de- 
sired. The dollar values placed in this column are that portion of the 
total operating expenses incurred by the Grain Department. 
12This column should be used if the detailed output (Option III) is de- 
•ired. The dollar values placed in this column are that portion of the 
total operating expenses incurred by the Fertilizer Department. 
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1,3This colWllll should be used if the detailed output (Option III) is de- 
sired. The dollar values placed in this colU11D are that portion of the 
total operating expenses incurred by the Seed De,artment. 
14thia colW1111 ahould be used if the detailed output (Option Ill) ia de- 
sired. The dollar value• placed in this column are that portion of the 
total operating expenses incurred by the Peed Depart11e11t. 
15this column should be used if the detailed output (Option Ill) is de- 
•ired. The dollar values placed in this column are that portion of the 
total operating expenses incurred by the Farm Supplies Department. 
16This column should be used if the detailed output (Option IIJ)is de- 
sired. The dollar values placed in this column are that portion of the 
total operating expenses incurred by the Other Departments. 
17Never duplicate entry of data. You may itemize expenses in detail 
(lower case lettering) or make composite entries by expense category 
(upper case lettering) but not both. Be consistent fro11 period to period. 
All entries are assumed to be prorated for the time span specified on 
the cover sheet. 
18Valuation of benefits awarded employees of your firm such as health and/ 
or life insurance. 
19Prorate annual charge to represent only this period of time. 
20no not list employee benefits in this category. 
21Do not list payroll taxes in this category. 
221nclude the dollar value and a brief explanation for entries that do not 
fit account names in the comment portion of this form. 
23cash prepaid this period for merchandise to be received in a future 
accounting perled. 
24Make sure that the valuation assigned to thia accouat equals the column 
total of departmental inventories previously recorded. 
25Do not duplicate entries. 
26The objective is to arrive at book value of property. plant, and equip- 
ment. You have two choices. The first is to record original cost of 
Property, plant, and equipment and the associated accumulated depre- 
ciation to date. Second, you can record only the present book value 
of the property and leave the accumulated depreciation accounts blank. 
Just be sure that present book value can be derived. 
27Withheld by firm and currently payable to governmental agency. 
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28eash received this period from customers for merchandise to be de- 
livered in a future accounting period. 
29Make sure that this value is equal to the difference of total assets and 
total liabilities. Otherwise your balance sheet may be printed with 
errors. 
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OPERATING INSTRUCTIONS 
To facilitate the discussion on operating the financial data IUmmary 
and analysis system, an assumption is made that four sets of financial 
statements will be generated during the first calendar year of operation. 
A case example will be developed assuming use of ca1endar year 1974. 
Firm Responsibilities 
All input data processed must originate from the accounting records 
of the participating farm supply firm. At best, output information can be 
no more accurate than the input data submitted by each firm. 
The computer program initializes every firm's operation with zeroes, 
The firm has to convey all information required to develop an earnings 
statement and balance sheet from this point. Data must be summarized 
according to the chart of accounts di•cusaed in Chapter II of this thesis. 
It must also be submitted on the standard code form shown in Appendix A. 
Continuing with the assumed case example, each participating firm 
has to determine the value of its inventory as of January 1, 1974. The 
dollar values are placed in the column titled INVENTORY on pages 1,2, 
and 3 of the coding form. The only firm idantification placed on the 
code form is the six digit identification code assigned to the firm. The 
firm should date the cover sheet January 1, 1974 and send it to the 
processing center. 
Throughout the three month period January to March, each firm must 
maintain adequate records so that on March 31, 1974 they can complete the 
coding form to summarize the three month period. The cover sheet should 
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be filled out to indicate three months of data, fira identification code, 
and for the period ending March 31, 1974. The coding form •hould be 
completed and sent to the processing center as •oon after March 31 as 
possible. 
It is possible for any firm to submit their sales, purchases, and 
expenses for the month of January on a separate coding form; likewise, 
for February. However, a complete form of sales, purchases, and expenses 
plus balance sheet accounts and inventory valuations is necessary for the 
March 31 coding form. This data submission cycle repeats itself for 
June 30, September 30, and December 31. 
Beginning inventory valuations have to be submitted only for January 1, 
1974. When processing continues to the January through March 31, 1975 
period, the ending inventory values as of December 31, 1974 are used for 
beginning inventory valuations. 
The time restraints on maintaining and submitting input data and the 
requirement for accuracy on the part of each firm cannot be overempha- 
sized. The computer processes just what it sees. Garbage in -- garbage 
out. 
Processing Center Responsibility 
The existence of the financial data summary and analysis system must 
be made known to the potential user, the farm supply firm. Appendixes 
G and H contain two user'• manuals. The first manual introduces the 
system to a potential participant discussing the system output, including 
sample printouts, and general considerations and requirements for partic- 
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ipation. The second manual takes the participant step by step thru the 
printout discussing content and computation of each statement. All firms 
showing interest in the program should be given copies of the user's 
manuals. 
The processing center must assign a firm identification code to all 
firms wishing to participate in the program. Thia is necessary for 
machine processing and also to aid in keeping data confidential. A six 
digit code is used to identify each firm. The first three digits are 
used to designate the county. In Nebraska the codes would range from 
001 to 093. Adams County would be 001; York County would be 093. Digits 
four through six of the identification code is used to specify each firm 
within a county. The first firm signing up in Adams County would be 
001001; the second firm would be 001002, etc. 
Continuing with the case example and assuming that each firm has 
filled out the coding form for beginning inventory valuations for January 
1, 1974, the computer cards for the valuations are keypunched from the 
coding forms according to the specifications listed on pages 27 and 28 
of this thesis. These cards are verified and placed in the Prevous File 
in ascending firm code or~er. This is the only data in any of the files 
at this time. No computer processing will occur. 
If any firms submit data on a monthly basis, the sales, purchases, 
and expenses can be keypunched onto computer cards aa they are received 
and put in the Current Pile in ascending firm code order. As soon as the 
March 31 data with the balance sheet entries and ending inventory valua- 
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tions are received, it can be keypunched and merged with any data that 
might have been placed,,earlier in the Current File. 
When all firms have submitted their data for January through March, 
and the data cards have· been prepared and appropriately filed, a computer 
run can be made for individual firm reports. The job control language 
I 
I and input decks set up for this run on the University of Nebraska computer 
system is listed in Figure E-1. 
The parameter card must be coded for this run as explained in the 
computer processing section of Chapter II (See page 24). A set of finan- 
cial statements will be printed for each firm that has complete data in 
I both Current and Prevous Files. 
After it has been confirmed that each statement printed in this 
computer run is accurate, a composite group average report can be gener- 
ated in one of two ways. An overall average can be developed for all 
firms having complete data or a select group of firms can be chosen for 
Which the average will be computed. The latter method can be a>re useful 
for comparisons if the computed average would be for firms of similar 
type operations. To select a subset of the participating firms, the 
identification codes of the firms to be processed must be listed in the 
Master File in ascending order. The Current and Prevous Files will not 
have to be modified in any way; data is extracted only for the firms 
listed in the Master File during the computer run. If a copy of the 
group average report is desired for each participating firm, the number 
of copies option on the system job card DUst be overriden. 
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(5) 
l 
data deck -- See page 27 
(If GO. CURRENT DD * l 
data deck~ See page 28 
r//GO.PREVOUS DD * . l 
data deck -- See page 27 
//GO.MASTER DD* 
//GO.SUMMARY DD SYSOtrr•A , 
//GO.PRl'lfl:ER DD SYSOtrr-A 
data deck -- See page 24 f GO.PARAMS DD * l 
source deck -- See Appendix D 
//PLlL.SYSIN DD* 
//PLl EXEC PL1FCG,PARM.PL1L-'256K,EXTDIC',TIME.PL1L-10 
//jobname (account information), 'identification' 
Figure E-1. Job control language and data deck order for program 
execution of the Financial Data Summary and Analysis System. 
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(6) 
The next computer run is made as soon after June 30 aa all firm data 
is received for that period. The computer card deck is again set up as 
shown in Figure E-1. Various codes on the para11Bter card are changed to 
specify appropriate information for the computer run. 
All new data that has been received since March 31 is keypunched as 
Per earlier instructions. Data that was in the Current File for the 
March 31 run is removed and merged with the data in the Prevous File. 
This data is kept in ascending firm code order. All new data for the 
current three month period (April-June) is put in the Current File in 
ascending firm code order. 
Balance sheet account• that are moved to the Prevous File are of no 
value for future computer runs. The computer simply reads the cards and 
ignores them on the basis of their code numbers. 
The data input and computer run cycle repeats on a similar pattern 
for September 30 and December 31. 
One final suggestion for operating this program. Compliation of the 
Source deck is quite expensive. To avoid this expense each time the 
Program is run, it is recommended that the source deck be put in load 
lllodule form. This stores the compiled program in machine language form 
so all that is needed for the computer run is execution of the load 
lllodule. 
APPENDIX F 
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A FINANCIAL DATA SUMMARY AND ANALYSIS 
SYSTEM FOR THE FARM SUPPLY FIRM 
by 
Maurice D. Kniep and P. W. Lytle 
USER MANUAL -- INTRODUCTION AND INPUT INFORMATION 
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INTRODUCTION 
"A Financial Data Summary and Analysis System for The Farm Supply 
Firm" is designed to help you make detailed, continuing financial anal- 
yses of your farm supply firm. Given the necessaJY input information, 
this computerized decision aid will summarize departmental earnings state- 
ments, a total operations earnings statement, and a balance sheet. Fur- 
ther, it can calculate liquidity, solvency, profitability, and other rele- 
vant ratios. These summaries and calculations are then printed in a 
standardized, comprehensible form for your use as a manager. 
This manual has a twofold purpose. First, it will introduce you to 
the system. Second, it will review the system's output, including sample 
Printouts, and general considerations and requirements for participation. 
The publication entitled "A Financial Data Summary and Analysis 
System for The Farm Supply Firm, User Manual -- Output lnt~rpretation" is 
lllade available to participating firms when they receive their first com- 
puter output, This manual provides a step-by-step discussion of the 
Printout's content and computation of the values for each financial 
statement. 
SYSTEM OUTPUT 
At the end of each accounting period firms utilizing the financial 
data summary and analysis system receive a printout of their firm's fi- 
nancial statements and also a printout of the composite average financial 
Position of other cooperating firms. Each printout will be identified 
by a separate cover sheet. 
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The information system has four options available. Option I and III 
pr~vide financial information about your firm individually. Options II 
and IV provide a composite average of all fil'118 or of selected firms. 
A &81lple of the output for Option I is found on pages 7 to 18 of this 
lllanual; a sample of output for Option Ill is found on pages 19 to 42. 
Notice that the output for Option III is more detailed than Option I. The 
increased output detail requires that your firm submit increased input 
detail for processing. Keep this in mind as you decide if you want Option 
I or Option Ill individual firm output. 
~iNGS STATEMENT OUTPUT 
Earnings statements are generated for each of six departments and 
for the total operations. Each statement gives results for the current 
Period and for year to date• The departmental earnings statements differ 
in the amount of information given depending on which option the input 
data is processed under. 
Option I: A sample of the Option I departmental earnings statements 
ia on pages 8 to 13 of this manual. As you can see GROSS PROFIT ON SALES 
is generated for each department. 
Option II: Earnings statements generated for Option II are in the 
sa~e statement format as Option I. Data for all firms or selected firms 
that have submitted the correct information are aggregated and averaged 
in Option II. 
Option III: A sample of the departmental earnings statements from 
this option is found on pages 20 to 31 of this manual. As you can see 
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GROSS PROFIT ON SALES is generated for each department as with Option 1. 
In addition, operating expenses for each department are deducted to 
arrive at a NET PROFIT ON SALES figure for each department. 
Option IV: Earnings statements generated for Option IV are in the 
same statement format as Option III. Data for all firms or selected firms 
that have submitted the correct information are aggregated and averaged in 
Option IV. 
The total operations earnings statement is found on pages 14 and 15 
and pages 32 and 33 of this manual. Information generated for this state- 
~ent is the same for all options. OPERATING AND SERVICE INCOME is added 
to GROSS PROFIT ON SALES to arrive at GROSS PROFIT FOR TOTAL OPERATION. 
TOTAL OPERATING EXPENSES, etc., are deducted to arrive at NET PROFIT for 
total operations. 
!ALANCE SHEET OUTPUT 
A sample balance sheet is found on page 16 and page 34 of this man- 
ual. The output format for this statement is the same for all options. 
Assets, liabilities, and equity for your firm at a specific point in time 
are listed on this statement for both Options I and 111; Options II and 
IV generate averaged output. 
CURRENT ASSETS are divided into eight major categories and LONG TERM 
AsSETS are divided into four major categories. The dollar value and the 
Percent of TOTAL ASSETS is given for each category. 
CURRENT LIABILITIES are divided into six major categories, each 
expressed in dollars and as a percent of TOTAL LIABILITIES AND EQUITY. 
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LONG TERM LIABILITIES are divided into three major categories, also ex- 
pressed in dollars and as a percent of TOTAL LIABILITIES AND EQUITY. 
EQUITY is the difference between TOTAL ASSETS and TOTAL LIABILITIES 
and is reported in dollars and as a percent of TOTAL LIABILITIES AND 
EQUITY. 
!_ATIO ANALYSIS OUTPUT 
A sample of the ratio analysis is found on page 17 and page 35 of 
this manual. The format for this statement is the same for all options. 
These ratios are developed to give an indication of the financial condi- 
tion and profitability of your firm. The ratio analysis is broken down 
into four categories: 1) LIQUIDITY RATIOS, 2) SOLVENCY RATIOS, 3) PROF- 
ITABILITY RATIOS, and 4) MISCELLANEOUS RATIOS. 
Liquidity ratios are valuable measures of the ability of your firm to 
meet current obligations. The CURRENT RATIO is the relationship of total 
current assets to total current liabilities. The LIQUID RATIO· cmnpares 
only the most liquid assets--that is, total current assets minus the value 
of inventories and prepaid expenses--to total current liabilities. 
Solvency ratios supply information about the ability of your firm to 
meet long term obligations. The LIABILITIES/ASSET RATIO measures that 
Proportion of your firm's assets supported by creditors and borrowed cap- 
ital. The LIABILITIES/EQUITY RATIO expresses the direct relationship of 
borrowed capital to owned capital to indicate the security that creditors 
have in their loans. The FIXED ASSET/EQUITY RATIO relates the proportion 
of equity that is invested in long term assets. 
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Profitability ratios are of two types: 1) those showing profitability 
in relation to sales and 2) those showing profitability in relation to 
investment. The percentages derived for GROSS RETURN ON SALES represents 
the gross profit margin for the total merchandising operation and for each 
department within your firm. The NET RETURN ON GROSS INCOME represent~ the 
Profit margin above the cost of goods sold and operating expenses for the 
total operation. The next ratio NET RETURN ON ASSETS represents the 
Productivity of the total assets of your firm in generating net returns. 
The NET RETURN ON EQUITY ratio indicates the returns to the capital owned 
by the firm. The PROFITABILITY RATIOS are computed for the current op- 
erating period and also year-to-date. 
The last group of ratios are the miscellaneous ratios. AVERAGE IN- 
VENTORY TURNOVER for the total operation and individual departments is 
derived by dividing the cost of goods sold by .(beginning inventory+ end- 
ing inventory}~ 2, for the comparison period. The calculated value denotes 
the frequency that inventory is "turned" during the period studied. The 
AVERAGE COLLECTION PERIOD ratio is credit sales divided by cash sales 
multiplied by the number of days in the comparison period. The last ratio, 
OPERATING EXPENSES/GROSS PROFIT, denotes operating efficiency. The mis- 
cellaneous ratios are also computed for the current period and year-to-date. 
Q!:PARTMENTAL ANALYSIS OUTPUT 
A sample printout of the departmental analysis for Option I is found 
on page 18 of this manual. The statement relates the contribution of each 
department to the following categories: 1) SALES, 2) BEGINNING INVENTORY, 
3) PURCHASES, 4) ENDING INVENTORY, 5) COST OF GOODS SOLD, and 6) CROSS 
PROFIT. 
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Option II provides a composite group average using the same state- 
ment format as Option I. 
A sample of the departmental analysis for Option III is found on 
Page 36 of this manual. The statement relates the contribution of each 
department to the categories listed in Option I plus the departmental 
&hare of OPERATING EXPENSES and NET PROFIT ON SALES. 
Option IV provides a composite group average using the same state- 
ment format as Option III. 
fil:TAIL BY ITEM OUTPUT 
A sample of the detail by item output can be found on pages 37to 
42 of this manual. This section is generated only if sufficient detail 
is given on the input form to process the data under Option III. The 
first page relates the contribution of each product area to the following 
Categories: 1) SALES, 2) BEGINNING INVENTORY, 3) PURCHASES, 4) ENDING 
INVENTORY, 5) COST OF GOODS SOLD, 6) GROSS PROFIT, 7) OPERATING EXPENSES, 
and 8) NET PROFIT ON SALES. Pages two through six lists the percentage 
of the category total for each of the items listed under the following 
general categories: 1) OTHER OPERATING AND SERVICE INCOME, 2) OTHER 
INCOME, 3) OTHER EXPENSES, 4) OPERATING EXPENSES, 5) TOTAL ASSETS, and 
6) TOTAL LIABILITITES AND EQUITY. 
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GENERAL CONSIDERATION AND REQUIREMENTS FOR PARTICIPATION 
You may be asking yourself several questions right now. Will the 
information I receive be worth the effort? Why should I let some out- 
Bider see my records? 
To put your mind at ease your records are held in strictest confi- 
dence, no one will see your output but you. The information you receive 
Will far outweight the effort you put into it. And, remember your firm's 
information is needed to make the industry average more accurate. As 
~ore firms become involved the average becomes more meaningful. 
Standardized Accounts. Standardize is the keyword. To make the 
industry average more meaningful and to be able to compare your output 
with the industry average, all participants must use the same chart of 
accounts and procedure for submitting data. To overcome the possibility 
of having the wrong data under an account name the financial data summary 
and analysis system is programmed to accept a standard chart of accounts. 
This chart was developed especially for the farm supply industry by the 
Grain and Feed Dealers National Association. 
The basic accounts and sub-accounts in the chart are outlined on 
Pages 44, 45, and 46. 
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SALES, PURCHASES, AND INVENTORY ACCOUNTS 
(By Department) 
GRAIN DEPARTMENT 
Wheat 
Corn 
Barley 
Oats 
Rye 
Grain Sorghum 
Rice 
Soybeans 
Other Grain 
FEED DEPARTMENT 
Poultry Peed 
Beef Feed 
Dairy Feed 
Swine Feed 
Special Ingredients 
Bagged Feed 
Bulk Feed 
Other Feed 
FERTILIZER DEPARTMENT 
Dry Mix 
Liquid Mixed 
Nitrogenous Material 
Phosphate Materials 
Potash 
Lime 
Other Fertilizer 
FARM SUPPLIES DEPARTMENT 
Agricultural Chemicals 
Animal Health Products 
Farm Machinery 
Hardware 
Petroleum Products 
Livestock & Poultry Equipment- 
Lumber and Building Supplies 
Tires, Batteries & Accessories 
Other Farm Supplies 
SEED DEPARrnENT 
Grain Seed 
Legume Seed 
Grass Seed 
Other Seed 
OTHER DEPARTMENTS 
OTHER INCOME AND EXPENSE ACCOUNTS 
OPERATING AND SERVICE INCOME 
Grinding, Rolling, Pelleting, and Mixing Feed 
Cleaning and Treating Seed 
Custom Applications 
Equipment Rental Income 
Grain Storage, Handling and Drying 
Trucking Operation Income 
OTHER EXPENSES 
OTHER INCOME 
Interest Income 
Finance Charges 
Dividends 
Rental Income ·Gain on Disposal of Fixed Assets 
Interest Expense 
Income Taxes 
Los• on Disposal of 
Fixed Assets 
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OPERATING EXPENSE ACCOUNTS 
SALARIES AND WAGES 
Office Salaries 
Management Salaries 
Direct Labor 
Indirect Labor 
Other Labor 
PAYROLL TAXES 
FICA 
State Unemployment 
Federal Unemployment 
EMPLOYEE BENEFITS 
DEPRECIATION AND AHORTIZATION 
RENT EXPENSE 
Equipment Leases 
Building and Facilities Lease 
Other Rent 
REPAIRS AND MAINTENA.~CE 
Equipment Repair 
Building and Facilities Repair 
Other Repair 
INSURANCE EXPENSE 
Buildings and Machinery Insurance 
Inventory Insurance 
Other Insurance 
PROPERTY A."'ID BUSINESS TAXES 
Real Estate Taxes 
Personal Property Tax 
Licenses (business, auto, etc.) 
Feed Tax 
Fertilizer Tonnage Tax 
Other Taxes 
UTILITIES 
Heat 
Lights 
Power 
Water 
Fuel 
Telephone 
ADVERTISING EXPENSE 
TRAVEL AND ENTERTAINMENT 
SUPPLIES 
Stationery and Printing 
Postage 
Small Tools 
Fumigants 
Operating Supplies 
Bags 
Gas and Oil 
Other Supplies 
PROFESSIONAL SERVICES 
Legal Expense 
Accounting and Audit 
Consulting Fees 
Electronic Data Processing 
Other Professional Services 
MISCELLANEOUS EXPENSE 
Contributions 
Dues 
Subscriptions 
Bad Debts 
Bank Charges 
Brokerage 
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BALANCE SHEET ACCOUNTS 
CURRENT ASSETS 
Cash on Hand 
Cash in Banks 
Marketable Securities 
Accounts Receivable - Customers 
Accounts Receivable - Other 
Notes Receivable 
Finance Notes Receivable 
Allowance for Doubtful Accounts 
Margin Deposits 
Advances Paid on Purchases 
Accrued Storage Charges 
Inventories 
Prepaid Insurance 
Prepaid Rent 
Prepaid Interest 
Other Prepaid Expenses 
Other Current Assets 
LONG TERM ASSETS 
Notes Receivable - Non-Current 
Board of Trade Membership 
Land 
Buildings & Elevator Properties 
Machinery and Equipment 
Auto and Trucks 
Office Furniture & Equipment 
Other Property, Plant, & Equip. 
Accumulated Depreciation for 
Each Account 
Intangibles 
Other Long Term Assets 
CURRENT LIABILITIES 
Notes Payable - Banks 
Notes Payable - Other 
Current Portion Long Term Debt 
Accounts Payable~ Trade 
Accounts Payable - Other 
Outstanding Drafts 
Employee Taxes Withheld 
Taxes Collected--Sale• t ... , e c. Dividends Payable 
Advances Received for SAles 
Accrued Property Taxes 
Accrued Salaries and Wages 
Accrued Interest Expense 
Accrued Payroll Taxes 
Accrued Storage Expenses 
Other Accrued Expenses 
Federal Income Taxes Payable 
State Income Taxes Payable 
Other Current Liabilities 
LONG TERM LIABILITIES 
Long Term Debt - Source A 
Long Term Debt - Source B 
Long Term Debt - Source c 
Other Long Term Debt 
Deferred Income Tax 
Deferred Investment Credit 
EQUITY 
Preferred Stock 
Common Stock 
Additional Paid-In Capital 
Retained Earnings 
Proprietorship 
Other Equity 
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SUBMISSION OF DATA 
At the end of each accounting period each firm must submit account 
and subaccount totals from their records. Data from these accounting 
records is transferred to a code sheet by the firm and sent to the pro- 
cessing center for appropriate computer runs. 
The computer program is designed to accept data from your firm on a 
monthly, quarterly, semi-annual, or annual basis. Financial summaries 
can be processed at any of these intervals. For example, semi-annual 
data will be accepted by the computer in either of two forms: 1) six 
monthly input forms, or 2) one six-month input form. 
Data can be submitted in two ways for the SALES, PURCHASES, and 
INVENTORY accounts. You may submit only the total amount for each de- 
partment, or the amount for each commodity within a department, but do 
not enter data in both places. In the example in Figure 1 the amounts 
could have been entered by commodity as indicated by the X's. In the 
case when detail by conunodity data is submitted the computer sums the 
commodity values to the departmental total as the financial statements are 
being processed, Ignore the numbers in parenthesis, they are for com- 
puter processing only. 
Data can also be submitted in two ways for OTHER INCOME and OTHER 
EXPENSE accounts. You can submit data for the major category {upper 
case letter) or by item, but do not enter data both places. In the 
example in Figure 2 the total amount could have been broken down by item 
as indicated by the X's. 
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Figure 2. Illustration of input of OPERATING AND SERVICE INCOME 
ITEM DESCRIPTION DOLLAR VALUE 
(08088) OPERATING AND SERVICE INCOME (04) 1.500 
(08078) Grinding, Rolling, Pelleting, 
and Mixing Feed (04) x 
(08079) Cleaning and Treating Seed (04) 
(08080) Custom Applications (04) x 
(08081) Equipment Rental Income (04) 
(08082) Grain Storage, Handling, and Drying (04) x 
(08083) Trucking Operation Income (04) 
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Data can be submitted in four ways for OPERATING EXPENSE accounts 
(See Figure 3). You can submit data for the major category (upper case 
letters) or by item, but do not enter data both places. And, you can 
submit data for the total operation (TOTAL DOLLAR VALUE column) or by 
each department. In the example in Figure 3 SALARIES AND WAGES could be 
submitted for the total (12,000) or by item as indicated by the X's. 
SALARIES AND WAGES could also be submitted by department (6,000; 3,000; 
SOO; 1,000; 1,000; 500) or by item as indicated by the Y's. Here, you do 
not fill in the 12,000 or the X's. The second method of submitting data 
is required for processing under Option III. 
Data must be submitted for each of the applicable BALANCE SHEET AC- 
COUNTS as shown in Figure 4. 
Beginning inventory values are required only at the time you begin 
Utilizing the financial data summary and analaysis system. Thereafter, 
the ending inventory submitted at the end of each period will be used as 
the beginning inventory for the next period. 
A standardized code form has been assembled in a separate booklet 
and is entitled "A Financial Data Summary and Analysis System For The 
Farm Supply Firm, Coding Form". It contains the complete chart of ac- 
counts that was listed earlier and is similar to the example previously 
9ho"'11. The forms are supplied to all cooperatin~ firms and you are re- 
quired to use this form for submitting data. 
One thing to remember when filling out the code form, the information 
You receive can be only as good as the data you submit. It is very im- 
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Portant to submit complete and accurate data. Your firm's information 
is also in the industry average, so the average, at best, can be only as 
good as your contribution. 
Figure 4. Illustration of input for Balance Sheet Accounts. · 
ITEM DESCRIPTION DOLLAR VALUE 
(29900) Cash on Hand (08) 
(29901) Cash in Banks (08) 
(30906) Marketable Securities (08) 
(31907) Accounts Receivable - Customer (08) 
(31908) Accounts Receivable - Other (08) 
APPENDIX H 
(User's Manual, Output Interpretation) 
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A FINANCIAL DATA SUMMARY AND ANALYSIS 
SYSTEM FOR THE FARM SUPPLY FIRM 
by 
Maurice D. Kniep and P. w. Lytle 
USER MANUAL -- OUTPUT INTERPRETATION 
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DESCRIPTION OF FINANCIAL STATEMENTS AND RATIOS 
!NTRODUCTION 
This manual takes you through the output that you receive from the 
·financial data summary and analysis system. Each statement of your print- 
out is discussed as to content and computation. 
Your firm's data is processed according to the detail you submit on 
the input form. Submission of data by departmental totals, category 
totals t and operating expenses for total operation will result in pro- 
ceasing under Option I. Submission of data by commodity, individual item, 
and operating expenses by department will result in processing under 
Option III. Your data is grouped with data from other participating firms 
to compute a composite average, which is the second printout you receive. 
Each set of output will have its own cover sheet for identification. 
About two-thirds of the way down the cover sheet you will find one of the 
following things: 1) FIRM followed by your firm's six digit identifica- 
tion code and the date, or 2) COMPOSITE AVERAGE OF (No.) FIRMS and the 
date. This tells you the type of output, individual or composite group 
average, you are looking at. 
~INGS STATEMENT 
An earnings statement (also known as a profit and loss statement, 
an income statement, or a statement of operations, is a summary of all 
~our firm's economic activity over an accounting period, arranged so that 
0Perating expenses can be subtracted from gross income to get a net profit 
for the period. The earnings statements generated are of two types, 
departmental and total operations. 
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Departmental Earnings Statement (Option I) The format for each of 
the six departmental earnings statements is the same. These statements 
are found on pages (1 of 8) to (6 of 8) of your output. The SALES cat- 
egory represents the revenue derived from merchandise sold by the depart- 
ment. COST OF GOODS SOLD is derived by adding the value of the BEGINNING 
INVENTORY to the value of the PURCHASES made by the firm during the period 
and then subtracting the value of the ENDING INVENTORY. COST OP GOODS 
SOLD is subtracted from the SALES to arrive at the value of GROSS PROFIT 
ON SALES. 
Option II gives composite group average departmental earnings state- 
ments using the same statement format as Option I. 
(Option III) The format for each of the six departmental earnings 
statements is the same. These statements are found on pages (1 of 14) to 
(12 of 14) of your output. Arriving at GROSS PROFIT ON SALES uses the 
sam~ procedure as described above for Option I. The next •ection of each 
earnings statement deducts TOTAL OPERATING EXPENSES for each department 
from GROSS PROFIT ON SALES to arrive at NET PROFIT ON SALES. 
Option IV gives composite group average departmental earnings state- 
ments using the same statement format as Option III. 
Total Qperations Earninss Statement The format for this statement 
is the same under all four options. The total operations earnings state- 
ment is found on pages (7 of 8) and (8 of 8) for Option I and pages (13 
of 14) and (14 of 14) for Option III. 
245 
(3) 
The SALES OF MERCHANDISE category represents the total revenue de- 
rived from merchandise sold by your firm. COST OF GOODS SOLD is derived 
by adding the value of BEGINNING INVENTORY to the value of all PURCHASES 
made by the firm during the period and then subtracting the value of END- 
ING INVENTORY. COST OF GOODS SOLD is subtracted from the SALES OF MER- 
CHASDISE to arrive at the value of GROSS PROFIT ON SALES. To this figure, 
the OPERATING AND SERVICE INCOME is added to arrive at GROSS PROFIT FOR 
TOTAL OPERATION. The percent of sales calculation is based on SALES plus 
OPERATING AND SERVICE INCOME. 
The next section of the total operations earnings statement concerns 
deducting operating expenses from gross profit. TOTAL OPERATING EXPENSES 
are subtracted from GROSS PROFIT FOR TOTAL OPERATION to arrive at OPER- 
ATING PROFIT. OTHER INCOME is added to this figure and OTHER EXPENSES 
are subtracted out to give NET PROFIT for the total operation. The value 
of NET PROFIT is then expressed as a percent of gross income. 
BALANCE SHEET 
The balance sheet (also referred to as the statement of financial 
condition) is an instantaneous picture of the financial condition of your 
firm at a specific moment in time. It systematically lists all of the 
assets and liabilities of your firm and then derives equity. Its purpose 
is to reveal your liquidity and solvency at that particular moment. 
Liquidity is a measure of the degree to which current assets of your 
firm can be converted into cash to meet current obligations. Solvency is 
a measure of the ability of your firm to meet current and long term credit 
obligations. Because asset and liability valuations change continuously 
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the values measuring liquidity and solvency will be affected by the date 
on which the balance sheet is made. 
Your balance sheet can be found on page (1 of 1) of your output, 
which inunediately follows the total operations earnings statement. The 
format of the balance sheet is the same for all four options. The percent 
of total column may not add to 100 due to rounding. 
The balance sheet is arranged into two parts, each of which, by def- 
inition, is always equal to the other. The first is a listing of all the 
assets of your firm, classified into two groups according to the liquidity 
of the assets. Assets that will normally be converted into cash or will 
be sold or consumed during the next operating'cycle are termed CURRENT 
ASSETS. All other assets are classified as LONG TERM ASSETS. LONG TERM 
ASSETS include investments, property, plant and equipment, etc. which are 
used to produce products and services and have an expected useful life to 
your firm of greater than one year. 
The second part of the balance sheet specifies the claims against 
the assets. Liabilities that come due within the next year and that are 
expected to be paid with current assets or by creation of other current 
liabilities are classified as CURRENT LIABILITIES. You should include 
that portion of longer-term debts which will become due during the next 
accounting period as part of CURRENT LIABILITIES. Amounts owed that do 
not become due within one year are classified as LONG-TERM LIABILITIES. 
The final category on the liability side is the owner's EQUITY, sometimes 
referred to as net worth. This figure is the difference between TOTAL 
ASSETS and TOTAL LIABILITIES and represents the ownership claim against 
the firm. 
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RATIO ANALYSIS 
Ratio analysis is a powerful tool you can use to measure the finan- 
cial position of your firm. Business ratios provide symptoms that ident- 
ify areas in your firm needing improvement. Once the symptoms are de- 
termined it is management's role to find and solve the problems causing 
the symptoms. 
A ratio is a fixed relationship between two similar things. Ratios, 
stated in accounting terminology, can compare items in a balance sheet, 
one to another, or ratios can describe the relationship of earnings state- 
ment entries to each other. Ratios can also compare one value in the 
balance sheet to an entry in an earnings statement. 
The ratios reported for your firm are divided into four major cat- 
egories: 1) LIQUIDITY RATIOS, 2) SOLVENCY RATIOS, 3) PROFITABILITY RATIOS, 
and 4) MISCELLANEOUS RATIOS. The ratio analysis can be found on page (1 
of 1) of your output, directly after the balance sheet. The ratio analy- 
sis printout format is the same for all four options. 
Liquidity ratios are conanonly used indexes of financial strength for 
the firm and are valuable measures of the ability of your firm to meet 
current obligations. The CURRENT RATIO i• the relationship of current 
assets to current liabilities. It is computed in the following manner: 
Current Assets Current Ratio• Current Liabilities 
The LIQUID RATIO (sometimes referred to as the acid-test ratio or the 
quick ratio) compares only the most liquid assets--that is, current 
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assets minus the value of inventories and prepaid expenses--to current 
liabilities. It is computed in the following manner: 
Current Assets - Inventories - Prepaid Expenses Liquid Ratio• Current Liabilities 
Solvency ratios supply information about the abilities of your firm 
to meet long term obligations. The LIABILITIES/ASSET ratio measures the 
proportion of your firm's investment that is supported by creditors and 
borrowed capital. It is computed in the following manner: 
Total Liabilities Liabilities Per Asset Ratio• Total Assets 
The LIABILITIES/EQUITY ratio expresses the direct relationahip of borrowed 
capital to owned capital and is an indication of the security that cred- 
itors have in their loans. It is computed in the following manner: 
Liabilities Per Equity Ratio• TotalE~!~~~lities 
The FIXED ASSETS/EQUITY ratio relates the proportion of equity that is 
invested in long term assets. It is computed in the following manner: 
• Long Term Assets Fixed Assets Per Equity Ratio Equity 
Profitability ratios are of two types: those showing profitability 
in relation to sales and those showing profitability in relation to in- 
vestment. The percentages derived for GROSS RETURN ON SALES represents 
the gross profit margin for the total merchandizing operation and for 
each department within the firm. It is computed in the following manner: 
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Gross Profit on Sales X Gross Return on Sales• Sales 100 
The NET RETURN ON GROSS INCOME represents the profit margin above cost of 
goods sold and operating expenses for the total operation. It is computed 
in the following manner: 
Net Return on Gross Income• Sales of Merchandise+ X 100 
Operating & Service Income 
Net Profit 
NET RETURN ON ASSETS ratio represents the productivity of the total assets 
of your firm. It is computed in the following manner: 
• Net Profit X 100 Net Return on Assets Total Assets 
And, the last ratio in this group NET RETURN ON EQUITY indicates the re- 
turn to the ownership investment in your firm. It is computed in the 
following manner: 
Net Profit X 100 Net Return on Equity• Equity 
The last group of ratios are the miscellaneous ratios. AVERAGE IN- 
VENTORY TURNOVER for the total operation and individual departments de- 
notes the frequency that invantory inveatment is "turned" during the 
period studied. It is computed in the following manner: 
Average Inventory Turnover• (Beginning Inventory+ Ending 
Inventory)• (2) 
Cost of Goods Sold 
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The AVERAGE COLLECTION PERIOD (DAYS) represents the ratio of credit sales 
to total sales and service income multipl&ed by the number of days in'the 
comparison period, It is computed in the following manaer: 
) Receivables Average Collection Period (Days •Sales+ Service income X No, ot Days 
The last ratio OPERATING EXPENSES/GROSS PROFIT denotes operational effi- 
ciency of your firm. It is computed in the following manner: 
I Qperating Expenses Operating Expenses Gross Profit• Gross Profit For Tot•1 Operation X 100 
DEPARTMENTAL ANALYSIS 
The departmental analysis can be found on page (1 of 1) of your out- 
put directly following the ratio analysis. The printout format is 
slightly different for Option I and Option Ill. 
(Option I) Thia report relates each department's contribution to the 
following categories: SALES, BEGINNING INVENTORY, PURCHASES, ENDING IN- 
VENTORY, COST OF GOODS SOLD, &tid GROSS PROFIT. 
Option II gives a composite group average using the same statement 
format as Option I. 
(Option III) All the information contained in Option I is in Option 
Ill plus two more columns of information, OPERATING EXPENSES and NET 
PROFIT ON SALES. 
Option IV gives a composite group average using the same statement 
format as Option III. 
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DETAIL BY ITEM 
This section of the output is generated only under Option III. It 
can be found on pages (1 of 6) to (6 of 6), immediately after the de- 
partmental analysis. Page (1 of 6) relates the contribution of each 
commodity or department to the following categories: SALES, BEGINNING 
INVENTORY, PURCHASES, ENDING INVENOTRY, COST OF GOODS SOLD, GROSS PROFIT, 
OPERATING EXPENSES, and NET PROPIT ON SALES. Page (2 of 6) relates the 
contribution of each item to the following major categories: OTHER OP- 
ERATING AND SERVICE INCOME, OTHER INCOME, and OTHER EXPENSES. Pages (3 
of 6) and (4 of 6) relate the contribution of each operating expense to 
the TOTAL OPERATING EXPENSES. Page (5 of 6) relates the contribution of 
each of the assets to the TOTAL ASSETS. Page (6 of 6) relates the con- 
tribution of each of the liability and equity categories to TOTAL LIA- 
BILITIES AND EQUITY. 
INTERPRETATION OF FINANCIAL STATEMENTS AND RATIOS 
The completion of financial statements is based, in part, on man- 
agerial inputs. Accounting is not and will never be an exact science. 
Therefore, interpretation of your output requires analysis and comparison. 
Logically, the first item to examine in analyzing your earnings 
statement is the dollar sales volume. Dollar sales are the result of a 
combination of two factors: selling price per unit times the quantity 
of goods sold. The primary objective of the earnings statement is the 
determination of operating efficiency. The size of dollar sales or gross 
operating income means little if it is not translated into net profits. 
The share of sales that is absorbed by operating costs and expenses is 
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one of the principle concerns to you as a manager. By comparison of 
earnings statements for successive periods it is possible for you to ob- 
serve the progress of your firm. The profitability ratios and the op- 
erating expenses to gross profit ratio will be helpful in analyzing your 
earnings statement. Net return on gross income measures the return on 
the total investment in assets. Net return on equity measures the return 
on the bwnership investment and is thus usually an important measure of 
how well your firm is achieving its objectives. 
The effects of the operations of your firm are reflected in the bal- 
ance sheet by increases and decreases in the various assets and liabilities 
and in your equity. These changes can be observed by comparing balance 
sheets of successive periods. The liquidity ratios and solvency ratios 
reflect the financial condition of your firm. Average inventory turnover 
is indicative of the number of times your average inventories are con- 
verted into cash or receivables during the year. Hence, it reflects on 
the quality of inventories throughout the year and on the purchasing and 
merchandising efficiency of management. 
CONTINUING FINANCIAL ANALYSIS COMPARISON 
To make successive comparisons of financial statements easier and 
consistent over time you should complete the Continuing Financial Analy- 
sis Comparison Form from information on your output. This form was 
developed for internal aaalysis of the firm. Recorded on it are figures 
and percentages from the earnings statement, balance sheet, ratio analy- 
sis, and departmental analysis of the present accounting period and the 
average of previous accounting periods. A blank form can be found in 
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Figure 1 of this manual. At the end of each accounting period complete 
each sheet and put it in a binder. The fonns, in the binder should appear 
as the example in Figure 2 of this manual. 
The first six pages of the form lists the earnings statements for 
each of the six departments. Any deviation in the trend from previous 
years may indicate to you a further analysis of the individual department 
is required. 
The seventh page lists the earnings statement for the total opera- 
tion. This will give you an indication of how the total operation is 
doing in terms of net profit. Here again any, trends could be noted that 
would indicate needed further analysis. I 
The eighth page is the balance sheet. This page could indicate in- 
creases or decreases in current and long term assets over a period of 
years. Likewise current and long term liabilities and equity could be 
A ninth page lists all of the ratios computed in your output. This 
' 
monitored for increases and decreases over the time period. Here again 
the information could signal to you problems in your firm's financial 
structure. 
page should be especially helpful for you in analyzing your firm's pro- 
gress over time. 
Finally, the tenth page lists the departmental analysis. This will 
indicate to you which departments are contributing the most or least to 
each given category. 
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Recording the output you receive in your Continuing Financial An- 
alysis Comparison Form for trend analysis shoUld help you control the 
financial condition of your firm. 
Figure 1. CONTINUING FINANCIAL ANALYSIS COMPARISON FORM 
255 
l!IJUfI MG8 ST ATEllEllT 
Crain 
256 
AcCOUl'ltiDI Puioc 
Dollar % of 
Value l11: .. 1u 
Coat of Cood• Sold 
Tur 
A••r•we 
IOI--~ur 
SalH Valu.e 
Co•t of Goode Sold 
Total Good• Ani'°l=.•b,"l"a'----f--'-t-----i 
1-----f-'-+-"C~roa1 Prorit ou Sal•~•'------+---''--+----~ 
Accoua.t 1111 Pu Joe 
Dollar J of 
Yalu• roH 
Grou Profit oa Sal=.aa,._ -----t--'-+----i 
SalariH and WAH& 1-----f-'-+--payroll taua
1-----f-'-t--i~~OJ~~&~f~17t~a------1r-~T------ 
1-----f-'-f--~~~·-----·----f--'-t----- 
1-----f-'-t-·-i'a;;~"i=r•~---------+----+----- 
l-----f--'-t--='~:::~·DC• 
1-----f-'-t--7~~!~!=!~~~:~:-~in- •• --------'--t-"-~----- 
Tl'••el and IDt•rtain.ea.t 1-----t-~t--:5C.~11.. --·~--.·~---1--~+-· ----- 
1------1--'-t--,~;cro f eaaiuu.el San icaa • 1------1-~t--~K9Tl&D.O~i&pmi••;--------:-~----- 
---------------- -·-·- ,___, -1 
-·--- 
1-----f--t-------------- ~---r----- 
1-----r--- 
257 
IAAl<IllG& STATl!KE!rr 
Fert1Uur Depart.enc 
Account1Jl1 P•rioc To .. 
"""'AYH ... 
Dollar I of I of Doller Value la •••• kl•• V&luo 
. .. .. 
Coot of Coodo Sold 
a.•LAatn1 IA••nton 
Purc.haHa 
Total Oooda Anilable 
IA•• lncUo• In•eotor"'I' 
Coat of Cooda Sold 
CroH Profit oD Sal•• 
AccO\lllt Laa hr 10( Toor ......-r ... I 
Dollar I or I of Doll.or Value k:roa1 CToaa 9&.lue 
C'roaa P'ro'it oa. ~-1 aa 
<>naratio· Ilmeo.aa 
~Iariaa aod tila•aa : Pa-oll Taua i ~·-•fit• 
o.e-.;rec:Uitloa 
kut 
I.en.min 
luur&DCa 
Ta:ua 
Utlliti .. 
. \dvartbtn• 
Travel and lnterta!~at 
Su_p..2!1 .. 
Protaadooal S.rvicaa 
Hi.-:&lUAaou ~~·•• 
total n....--atio• ~·•• 
Net Profit oa. iilaa 
258 
&UlfIMCI STAnK!lrr 
Seed Oepart.-at 
Acooti1nt1A1 Ped.oc t ... -...r •• 
Dollar 1 of I of Dollar 
Val .. ..... Salu Value .. ... 
eon 01 Cood1 So d 
leal&mina lA'MDton 
P\irc.a...au 
Tota.1 Qc>oda AnU.ab11 
lAM a.iclin• .u1.,..,ton 
. Coot Of Ooodo llold 
Gro1a rxv.1: e OG S&l.U 
.kcomtiD1 Peri°' t .. r 
""Aftrap 
Dou.ar • 01 I or Dou.ar 
vai ... aroae 0rOH Valua 
. oroe1 Profit oa lal.U 
rat .. 
1&1ariu --- W.au ••Trail t ... 
loYM ... fitO 
0.9rec latJ.aa 
-t 
leNin . ..... . Tuaa 
Utilitl .. 
AdYUt.Uilla 
Tr•"l: and IDtut&iueDt 
luanliU - ~ 
ProtH~ l•"~caa 
Mieca~ loeAI•• 
. to~ ~•tM!1 ~H• . 
-IC rro•,.• n ••:•• 
259 
EAJUIIl!Cll STATllM!llT 
_Jj~ 0.part99Dt : 
Account1A1 Perl.oc T .. r I 
Aftra .. 
Dollar Io! I of Doll.or 
Value ~-· .. S.lu Val .. 
Salu 
Co•t or Goode So d 
Beaiml1na lD•eatorT I 
Purc:tM..1 .. 
To•• Qood9 An1lab11 
IAH IDdiA• Inv•t:on 
' Coit of Cooda ~Id 
Cro1a Pro r 1t oa Sal•• 
Acc0tatt.A1 PerioC T .. r -.ru ... 
Doll.or l or I of Dollar 
v.i .. CroH <irOH v.i .. 
Oro•• Profit 011. •·1a1 
on1ratin• •---•u 
A.a ariu &Doll V.•11 
Paw.nll taua 
-&aa Bcaltta 
Deereci.attoe 
ltao.t 
~2:!.!H 
l.IMl""&ACI - Util1t1aa Ad'tUtilin• 
Traftl &Ad IDtartaU..Ot 
h.Ef!.1aa 
ProfuaiOii&I len_ic•• 
Miacallanao,.. .. 
To .. •1 ,__. ... ,~ .... r-a.1• .... it oa .1.a11• - 
260 
llAMI .. ITATl!mft 
ref'8 lupplt•• Deparc-t 
TMr Ac•-•"'& ....... 1 ....... 
I of Dollar Dollar I of 
1 .. 1 .. Yalue ,_,_ ...... 
l~at. or 
. ... llmiD • . 
,.. _____ 
. 
l.eH '-ton 
l~at of Lnnd.a Id 
. cro .. - 
tMr *'-'"'• ....... 1 ....... 
I of Dollar Dollar I of -- Yal ... VallM -- Croal ..nr1t oa •-1 -· 
I 
t .. 
il ... 1 •• 1 .. Ila 
ra-11 ta.1 . ....... -.tit• . 0.Drect...t•- -· . . , .... - UtllitiM 
AdYUtiaia• 
!raftl ... 
lu ..... 11u . Protua --1c .. ....... 
to ~-· - 
261 
llillllllaa STATIKl!fT 
!?Sbt[ O.,:..ri.aut 
Accouatta.1 Per 1Dt Year ~ ... 
Dollar I of I of Dollar 
Yalu 1 ..... Salu Value .. 
Co•t of Sold . S.11.imlJ.D• lA'Hator• 
Pure baa .. 
To rat A•a.Uable 
Le1a IDclt.01 lnftlltorv . 
Coit of Good• Sold . 
OroH Profit OD .!I.lo U 
Accoua.t 1.D1 Perie- , ... 
he; ... 
Doll.Ir I of 1 or .._ .... 
val ... k;roH Cro1e Value 
Groaa Profit oo hl u 
ODaratia.• &Jm_... 
n&.lartu Wa 
Panoll Tua 
!!.-E!!>• .. -•Ut1 
rec:Utioa 
l<mt 
le.J>!ln 
111.11.lr&DC• 
rasu 
UtilltlM 
Ad.YUtUiA• 
Traftl and IDter<u-t 
1u~11 .. 
Profua•-- Sardcu 
1Uocal1-ua ~ .. 
tof'•1 ~at4 ... .:,_~· 
.. e Prortt tH1. 
I 
262 
llAllllllQI ITATDll!lr 
Total nn.r•ttOAa 
M:couatiA1 Porl.0< , ... i 
--xft'ra .. 
Douar l Of I or Dollar 
Yalua "'-· .. Sal•• Valua 
Sal" of Kare be 
Coat Of' Cooda Sold 
le•ilmia• IzavaotorY 
l'\ircMau 
Total ~1 Aftil&DJ.a 
Lee1 lnd1A• lln·eatory 
Coot of COOda Sol4 
Gro•• ProUt OD lalH 
,__.rat.in• &Ad Service lAco.e . 
Groa1 Pro it For Total 1.merat LOii 
Accomc!Aa hrioc , ... 
~r ... 
bollar 1 of l Of Dollar 
v.i- k:roea Qroaa v.i ... 
C:roaa Profit Par Total 1-r•tioa 
0n1ratin• In!._.. 
. Salarf.H lllMI Ila 
Panoll Tau1 
lo'M leoefita 
O.nreciatiOG 
a...t 
Aen.aira 
InauraACa ,.,... 
Utill.tl.u 
Advartidna 
i . Tra'Nl. aDd IDtartaiGMDt . 
Suanliaa 
Profeutoaal lanlcu 
Ki11Ce.ll.&Mi0u.e ~- 
Total ratb• .. 
1-rati.Qa Profit 
Otb«r Iaco• 
- Otber I.& ......... 
!lat Profit 
Ae Parceot nr Croe1 IDcoM 
I 
263 
I 
I 
llAl.\llCI SBllT I 
AccoUDU.D& rerloC T .. r .......... 
Dollar • or I of Dollar 
'/al- 'rot al Tota vai ... 
Current UHt• 
C.•h . 
Hnkatable Sec:uitl•• . 
&ecelvabl•• . Ad'laac•• Paid OD Purcb.a•• . Accna.d Stor••• Chern• 
lHea.tori11 . Pranaid ~u . Other Cun.at AaHta 
Total. C •t .... u 
Loo• Ter. Aa11t1 
IDY .. t...Ua C>cb.er Aaaata 
ProoartY Plut aod So.ul_,_t 
Jntuaiblu 
Other Loa• Ter.. Aaa•U 
Tot:a.1 LoD• Tem Ua1t1 
Total Uaata 
Cur•t L1ab111tlu 
Notu Pa • . Accocta Payable . Ad.....c .. l.keiffd Por Salu 
AA:cned .. 
lace.a tas. Panbla 
O<ber Cuneoc U..bU1t1 .. 
to••1 c:u.rrut uu1 .. 
LoD• T•m L.UbiliU.u 
t.oD• Tera I)rebt 
Deferred taco• Taa. 
Dlferrecl 1-•c-c Credit 
Total Loa• Term L1abiliti1a 
r.ad,tY . 
Tot:al U..bilitlu and lauitY . 
264 
I 
ltAUO .UW.Hll 
Acc-tl.111 Port°' , .. ""lfti'ap 
uJ.dit• latio• 
Cul'nDt latio 
J.ii11uid latio 
ant.ency htio• 
ti•• '"•••t• 
1 •bt.1itie1/la.uitw 
r•-.-.11 .&.•Htafll.n.uit• 
Prorita .... 1 •t• latio1 
• cro11 ht1&na 011. •-1 u • 
er at.a 
P1rt1 '·er 
had 
road 
rar.. 1u-i1u ,,. .... t..atA 
• Met latUl"D OD ~0•1 Inc- " 
~ ,.." a.tun 011. .u•ua • 
• Met let.ra - -...uit• I 
111Kall&MOU8 latioe 
A••r•- laYmtor• TU 
Crai.a 
rartill.sor 
Sood 
road 
Fara lu1tttli11 
Otblr o.-rtMGtl 
AYara•• ectS.O. Peri""" CO.Tel 
-. DMratia• •--• .. /Qr'o11 Prnrtt • 
! 
DR.u?MDr4L AllALtSts 
Diln.art•ntat CoatributloG 
Salee 
• Grain Den.art.at 
l PutUUer ""-•rt.at 
t S..d O.nart-.sit 
l 1•-4 Deoart•at • Para Su2pUu Def!rl•Dt • Othel' Da""ftartMDU 
ledunin• Iayei:o.tor• 
Cret.D o.-Mrt.-nt 1 
Pertiliaar ~-na-rtMOt l 
Se~ O.oart.ant l 
read 0.oart•ot J 
rara SunnUai D9rui.rt..at I 
Other o. ..... rt •• I 
Purch..H1 
• Ct'ain O.pertMDt 
l P•rttllsar Da-rt_,,t 
l ;-~~~== -! • Parw__.!!rpliu 0.pal'tl!lot • Otber oe~.;;t~t• 
IDdill..L!!_TeDto- 
1( Grab Deoart.ant 
• rertiliaar o.Mrt•ot 
l Sa~rt_..t 
l , ... Depart.eat 
l rarw Supel1•• Depart•nt 
I Otber O.aartmlltl 
Coat of Cood1 SolA 
Cra~•11t • 
rartilh•r O.eart•at l 
·~~.i!,l~.!J!?.l l 
'•" ~i:t~~!..-.-- • 
1•1'9 t:luppUea_~.2!'''-L'Et. l 
at.Mr Deeart..ut.a l 
Croea Profit . Giaio o.p~t l 
rartilb•r O.~ri..a.t l 
Seed O.ean•ot l 
Peed ~rtl!l1!~.---- --~ ra~lha l>e2!;rt•nt -- --~- Other Derart.-nta • l 
~~ft· 
l Gedo O.part91111t --- ------- - I 
l . rir~!~~!~J~•W.t•nL. __ ~· l 
T S~•~_l!!p.!.r_~ot I 
l Paed_~~~E._t _____ l • Para Sun_lht!__~rt•at l . l Ottwr 0._!!rt•ata J 
Met Profit 
• Crain~!_t~t ----=- 
l FH'tiliser 0..e!!t•at 
..~\.- 
l .. -~-~~!!.l!ll!ID' • '"ed _J!e...2!.rt.-nt 
' rarm~Rlli• 0.e•.!!.!.!_n_t l OtMr De111art•nu 
265 
266 
Figure 2. Illustration of how the Continuing Financial Analysis 
Comparison Forms should appear in the binder. 
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